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F one were to attempt to decide upon the principal cause among the many influences 

which have led to the phenomenal activity in the stock market and the rapid rise of 

prices—in some cases without any immediate connection with the actual investment 
value of the various issues—it would probably be found in the natural rebound of specu- 
lative sentiment, long held in check by this country’s participation in the war. 

The desire to anticipate future values is irrepressible. If it is held back for a 
time, either by Government restrictions or by unfavorable conditions, it springs up all 
the more strongly when the pressure is released. Americans are natural optimists. Their 
hopes always rise buoyantly from ‘depression. But by the same token they are apt to 
carry their enthusiasm to extremes. 


Business Slowly Improving 
RR “isat the grad of whether the market’s ambition is now somewhat o’erleaping 


itself, the gradual improvement in business conditions shows that, in a broad way, 
stock prices have performed their usual function of reflecting in advance an antici- 
pated improvement. 

In nearly all lines save new construction, business is showing a better tone, and 
even in constructive activities there are more signs of life. It is true that there is con- 
siderable unemployment, especially in those Eastern cities where war activities were so 
largely concentrated. In many cases unemployment is due to the unwillingness of 
employees to work for lower wages than those to which they have become accustomed 
during the war. For this they can hardly be criticised, in view of the fact that the cost 
of living remains high; yet the decline, if it is to come, must start somewhere. The cost 
of living is composed almost entirely of other people’s wages, paid out somewhere along 
the line of the intricate process of producing the goods consumed; so it is hard to see 
how there can be any considerable fall in the price of goods without a fall in the price 
of labor at the same time. 

The constant inflow of returning troops must inevitably result in at least temporary 
unemployment, while the demobilized workers are again finding their places in industry. 
This must continue until demobilization is over. But on the other hand there has been 
only a small inflow of immigrants since the outbreak of war in 1914, and almost none 
since June, 1917. 

Again, while unemployment is greater than it was during our war activities, it is 
less than it was in 1913 and the first half of 1914, and is probably no greater than 
would have been considered normal in pre-war years. A certain amount of unemploy- 
ment always exists, under normal peace conditions, because of the shifting about of 
employees in the effort to better their conditions, as well as because of miscellaneous 
business changes. 

On the whole, the situation is likely to work itself out without serious declines in 
either wages or prices. Over a period of years, a slow downward trend in prices is 
naturally to be expected. 
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Iron and steel prices are steady, lead shows improvement, and even the worm, 
copper, has turned on its persecutors and advanced to 1614 cents—at which price it is 
still lower comparatively than any other leading commodity. Prices of building materials 
around New York show a tendency to advance, and a slow growth in building activity 
is noted. Evidently this growth must continue, in view of the shortage in housing and 
business accommodations. 

With U. S. Steel’s unfilled tonnage down to 4,800,000—below any other month 
since June, 1915, in spite of the great increase in capacity—and with pig iron produc- 
tion down to 2,478,000 tons in April, against a high water mark of 3,509,000 in 
October, 1916, it would certainly seem that the iron and steel market must be pretty 
thoroughly liquidated; but the trade does not expect any great increase in demand be- 
fore fall. 

If the peace treaty is signed—and the Germans, in spite of their protests, seem 
to have very little option in the matter—the general feeling of relief will encourage enter- 
prise. It is hoped that the attitude of the Congress now convening may be broadly con- 
structive. The Government has shown a noticeable lack of such constructive policies 
since the armistice was signed. The drop from an almost complete control of industry 
to a let-alone policy has been too sudden. 


Constructive Railroad Legislation Expected 


HE most important problem before the new Congress will be the straightening out 

of the railroad tangle, which has reached the point of being as bad as it can get. 

Government ownership is dead. Government control has proved disappointing. 
What must now be sought is a practical plan for the public regulation of private man- 
agement. 

The problem is complicated, but the best informed and most influential opinion is 
crystalizing in support of the following principles: 


(1) Consolidation of the roads into larger corporations, so that the weaker roads 
may be operated in connection with the stronger. This will permit the elimination of 
much wasteful competition in both rates and service and a considerable pooling of equip- 
ment, terminals, offices and other facilities, all of which tend toward a higher trans- 
portation efficiency. 

(2) Some sort of Government guaranty which will assure a fair return on the 
capital invested in the roads. If the Government is to continue to regulate the rates which 
the roads may charge for their services, without being able to regulate the costs of trans- 
portation which the roads must pay, then it must in all fairness guarantee the investor in 
‘railroad securities some sort of fair return on his money. Moreover, such a guaranty 
would enable the roads to obtain capital on more favorable terms and thus gradually to 
reduce their interest charges compared to what such charges would be without any Gov- 
ernment guaranty. 


(3) A restoration of private initiative. The Government’s management not only 
of the railroads but of other enterprises, while necessary under war conditions, has been 
far from efficient or economical. The winning of the war was more important than 
efficiency or economy. We spent our money on the war like a drunken sailor, and the 
fact that the war was speedily won is our justification. But under peace conditions 
efficiency and economy are restored to their usual importance, and they cannot be ob- 
tained under Government management of the railroads. 

There can be little question that the solution of the problem will be worked out 
along the above lines. Many of the best minds of the country are at work upon it, and 
the outlook is that Congress will tackle the subject in real earnest. 

Railroad securities are reflecting this belief by moderate advances. The details of 
any such plan will be difficult to arrange, but investors are convinced that railroad se- 
curities will be fairly dealt with in the end. Those who have had the courage to buy 
the stocks of the stronger roads at lower prices are now in an excellent position, and 
other investors who have delayed their purchases will now be more ready to buy on 
reactions. : 
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A Confused Prospect for Money 

HE great increase in stock market activity is beginning to make itself felt in larger 

I drafts on the money market. Brokers’ loans are now estimated at more than $1,- 

000,000,000, which compares with a level of about $600,000,000 during the 
latter part of the war period when restrictive measures were in force. The rate of 714% 
for call money which was touched last week was due to special conditions, but it never- 
theless reflects the general tendency. 

The rate for the best commercial paper remains at 5 to 514% and can hardly 
decline, in view of the constant issues of Treasury certificates which yield 414% and are 
excempt from taxation. 

A runaway stock market speculation usually corrects itself by forcing up the money 
rate and thus discouraging the borrowing of money for ‘speculative purposes. The pres- 
ent money situation, however, contains new features compared with pre-war conditions. 
The discount rate of the Federal Reserve Banks is now the real throttle-lever of the 
money-market, and it is undesirable to raise this rate at present because of the very large 
amount of Government paper included in the rediscounts—now about $1,800,000,000. 
Liberty bond buyers have necessarily borrowed heavily against their holdings, and there 
would be an element of unfairness in so soon raising the interest rate against them. 

If it were- possible to raise the rates on stock exchange collateral while retaining 
low rates on rediscounts of Government securities and commercial paper, that step might 
be considered as a method of checking overspeculation; but in actual practice it is very 
difficult, if not impossible, to charge two different money rates for funds which are to be 
used for different purposes. Credit is more highly liquid than anything else which is 
bought and sold, and flows with the greatest ease from one department of finance to 
another. And a higher rate on stock exchange collateral would be likely to interfere 
with the prompt liquidation of loans on Government paper, which is perhaps more ur- 
gently necessary than anything else in the present financial situation. 

Foreign Exchange 
HE fall of exchange on Paris to 20% discount at New York, the lowest rate 
I reached during the entire war period, emphasizes the great difficulty experienced 
by continental Europe in paying for the goods which it is compelled to import 
from this country, in addition to the interest charges due us. The discount on Italian 
exchange is still greater at 37%, while sterling is 442% below normal parity. 

These low rates have occurred in spite of continued advances by the U. S. Govern- 
ment to both France and Italy. The Treasury has authority to extend $10,000,000,000 
loan to foreign countries, and only about $600,000,000 of this huge sum now remains 
to be used. These loans have been a constant support to exchange rates because they 
supplied Europe with funds for expenditure here, but the end of Uncle Sam's prodigal 
liberality must inevitably come soon. 

Private banking interests will endeavor to make a market for foreign securities 
here after the peace treaty is signed. Nevertheless, heavy discounts on continental ex- 
change will undoubtedly continue. Even Canadian exchange is at 3% discount—a condition 
which will materially help the sale of Canadian securities here, especially those of early maturity. 

The Market Prospect 
E believe the bond market has now started on a long upward swing, which will 
doubtless be very gradual but should continue over a period of years. With the 
Liberty Loans out of the way, capital will little by little flow into corporation 
bonds and high grade preferred stocks. 

While the outlook for railroad stocks still depends on the action of Congress, we 
believe the outcome will insure their stability and that investors need not hesitate to make 
their selections of sound railroad issues on reactions. 

Excited speculation has carried many industrial stocks above their normal value. 
The Stock Exchange has entered upon an era of far wider participation by the public 
than ever before, and it is impossible to predict how far this new speculative public might 
carry the advance in prices, but investors should now act with great caution. 


May 20, 1919. 
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Petroleum Revolutionizing Industry 






President of Sinclair Oil& Refining Tells of Our Enormous 
Petroleum Consumption—Growth of Tractor 
Industry—New Production Prospects 


The following article written by Mr. H. F. 


Sinclair for this publication represents 


views on the oil situation as cntertained by one of the leading men in the oil industry. 


Twenty years ago the. name of Sinclair was unknown to the oil trade. 
been spectacular in its abruptness but singularly free 
Sinclair is a very young man, for he will be but forty-three years old next July. 
1876, he was educated in the public schools of Independence, Kansas. 


His rise has 
features. Mr. 
Born in 
His father wanted 


from spectacular 


him to become a druggist and in 1897-8 he attended the Pharmaceutical School at Union 


College, Kansas. 


The mixing of powders and pale pills for pink people did not appeal to the young man, 


and about 1900 we find him actively in the oil business as an oil broker. 


Having little 


capital, he made his start in trading in leases on Oklahoma and Kansas properties, and as 
he was very shrewd and as active as perspicuous, it was not long before he was buying 


and selling leases for his own account. 


From the owner to the developer of oil properties 


is but a short step and Mr. Sinclair’s success as a successful developer made the Sinclair 


Oil & Refining Company possible. 


The one great fundamental idea which was in the back of Mr. Sinclair’s head from the 
beginning was that times have changed since the old Standard Oil days, and that the suc- 
cessful modern oil company must not only be a producer of crude but also a transporter, 


refiner and marketer of the product. 


cycle, handling the product from the ground to the consumer. 


The Sinclair Oil & Refining Co. represents a complete 


Although Mr. Sinclair's 


company was not launched until 1916, it is strongly intrenched today and occupies a com- 


manding position in the industry. 


As a great developer of the Mid-Continent field, H. F. 


Sinclair’s position in the oil industry is assured for all time. 


before the iron industry was de- 

veloped in the fourteenth century, 
but this industry did not become really 
ereat until the last half of the nine- 
teenth century. 

Petroleum was used thousands of 
years before the petroleum industry 
vas developed in the last half of the 
nineteenth century, but the true great- 
ness of this industry is only now be- 
ginning to gain general recognition. 

Iron has been called a very Proteus 
because of the great variety of its 
forms and qualities. Petroleum has 
even greater variety, and both of these 
natural products are today essential to 
practically every form of industrial 
and commercial activity. 


Utilization of Power 


In reviewing the many radical 
changes of recent years, an outstand- 
ing fact which must command the at- 
tention of even the most casual ob- 
server is that these changes have been 
made possible largely by utilizing 
power. There were many known 
sources of power before the establish- 
ment of the petroleum industry, but 
there was no rapid progress in the 


| ‘eek was used thousands of years 
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methods of using power until petro- 
leum provided lubricants which would 
meet mechanical needs and which 
could be had in abundance. It is an 
undeniable fact, which many people 
have failed to realize, that the mechan- 
ical world today is largely dependent 
upon petroleum for lubrication, and 
that without adequate lubrication, 
mechanical progress would be at a 
standstill. 

Aside from the harnessing of elec- 
tricity—in which, incidentally, the 
petroleum industry played no small 
part—the most extraordinary changes 
have been brought about by utilizing 
the power value of petroleum. In 
confirmation of this statement, it is 
necessary merely to refer to the in- 
ternal combustion engine and the re- 
sultant growth of the automobile and 
motor truck industries. But the effect 
of petroleum’s power value is becom- 
ing more far-reaching than anyone can 
appreciate who has not recently given 
the subject close study. 


The Great Tractor Industry 


There is, of course, the tractor in- 
dustry which promises to rival the 
automobile industry in its rapidity of 
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growth. This will mean a revolution 
in agricultural methods throughout the 
world. In fact, this revolution is al- 
ready under way. 

Then there is the aircraft industry, 
and regardless of the doubt which may 
be entertained by many as to the com- 
mercial value of planes and dirigibles, 
it is obvious that they are here to stay. 

All of these things involve the use 
of the lighter parts of petroleum. Less 
is known generally about the present 
uses of the heavier parts. It is known, 
of course, that fuel oil is being adopted 
rapidly for use on ships, but less at- 
tention has been paid to the fact that 
its use on land for industrial power 
purposes is already becoming of tre- 
mendous importance. 

Enormous Petroleum Consumption 

Recent estimates indicate that in 
the twelve months ended June 30, 
1918, about four billion gallons of gas 
and fuel oil were consumed in this 
country for other than railroad and 
bunker purposes. This was about 
twice the rate of consumption in the 
preceding year. This statement may 


appear more significant when it is 


known that the total production of gas 
and fuel oil in the year of 1916 was 
only four and two-thirds billion gal- 
lons. 

In this four billion consumption 
figure is not included the fuel oil de- 
livered to the United States Navy, 
which amounted in the 1918 fiscal year 
to about 189,000,000 gallons. - 

The total apparent consumption of 
gas and fuel oil in the calendar year 
1918 was about seven and a quarter 
billion gallons. Of this total we ex- 
ported one billion two hundred million, 
leaving the apparent domestic con- 
sumption at more than six billion gal- 
lons. 

In other words, the apparent domes- 
tic consumption in 1918 was almost 
thirty per cent. greater than the total 
production in 1916, and two-thirds of 
the 1918 consumption may be classed 
as “industrial.” If we add to the four 
billion estimate of industrial consump- 
tion about one billion for railroad use, 
it will be immediately apparent that 
the great bulk of gas and fuel oil pro- 
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duced in this country is being used 
within our own borders, comparatively 
little of it being taken for marine pur- 
poses. These estimates are not of- 
ficial but they are based almost en- 
tirely upon statistics given out by 
various departments in Washington, 
and are probably not far from the 


Navies on Fuel Oil Basis 


Recent announcements establish the 
fact that at least two of the largest 
fleets of the world are to be placed 
definitely on the fuel oil basis. To 
close observers it has been obvious 
for a long time that this was inevi- 
table. Just how long it will be before 
the bulk of ocean commerce is carried 
on ships which derive their power as 
well as their lubrication from petro- 
leum, is a matter of conjecture, but it 
is about as certain as anything in the 
future can be certain that if the sup- 
ply of fuel oil is adequate, that day 
will surely come. At the present time 
there is not sufficient fuel oil avail- 
able for more than a comparatively 
small per cent. of ocean going vessels. 
It is now not so much a question of 
demand as of supply, because there 
can no longer be any doubt as to the 
superior advantages which fuel oil 
affords. 


Production Prospects 


There is reason to believe that the 
petroleum industry will keep pace 
with the rapidly increasing demand. 
There are vast areas of probably pe- 
troleum bearing fields. Most of these 
fields are outside of the United States, 
because the development in this coun- 
try has been more intensive than in 
any other part of the world. The big 
question now is whether Americans 
will continue to lead the world in 
petroleum development. They cannot 
continue to do so unless they extend 
their operation to other lands. This 
has been done in a measure, but only a 
beginning has been made. 


Competition in Oil Areas 


Foreign interests, the British es- 
pecially, are making aggressive ef- 
forts to acquire control of as large a 
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part of these probably oil bearing 
areas as possible, and they are being 
encouraged in a practical way by their 
vovernments. American oil men are 
not asking their Government for the 
hacking which British interests are 
receiving. All the American asks is a 
fair chance and a fair field, with as- 
surance that he will be protected in 
legitimate rights. Granted this 
much, Americans need have no fear of 
their ability to hold their own. It is 


his 


vitally important for the future pros- 
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perity of all forms of American indus- 
try that the petroleum industry, which 
is one of the most basic, be permitted 
and encouraged to expand. The world- 
wide competition which is now under 
way is not merely a concern of oil men, 
but of all our citizens, whatever their 
occupation or status in life. 
Bright Future for Oil 

As for the future of oil, it was never 
brighter. The great question is, who 
shall lead in petroleum service to the 
world? 





THE GREAT 


‘INCE the big mines of the Verde distri¢t 

shut down at least 500 people have gone 
from Jerome to the oil fields of north Texas. 
Most of them remained there, having found 
good jobs and, in not a few instances, oppor- 
tunities to garner for themselves part of the 
flood of wealth that is gushing forth from the 
scarred breast of the Lone Star state. 

Those who have returned agreed that the 


XQ 


oil boom of which Ranger and Burkburnett 
are centers, transcends all other booms in his- 
tory. One declares that it is the Goldfield 
boom, the Jerome boom, the Beaumont boom 
and the Tulsa boom rolled into one and mag- 
nified a dozen times. 

The boom is a big one because the area of 
the new oil fields is immense; because so many 
thousands of people have already been made 
enormously wealthy in Texas oil; because 
there is no chance of production catching up 
with demand for many years to come. 

Roughly speaking, the area of proven oil 
territory is 200 miles long, extendihhg from 
northeast to southwest, and 80 miles wide. 
New pools are being discovered almost daily. 
No less than 400 “wildcat” wells are now be- 
ing drilled. A wildcat is a well that is not 
located close to big production. 

The striking of oil by the Texas Pacific 
Coal Company on the W. L. McClesky farm, 
a mile and a half northeast of Ranger, brought 
about an astonishing transformation. It con- 
verted the most God-forsaken area on the face 
of the earth into one of the richest. 

That well struck oil Oct. 7, 1917. McClesky 
had been just like his neighbors, poor, dis- 
couraged, hopeless. He died the other day 
leaving an estate appraised at $7,000,000. 

Today there are something like 500 produc- 
ing oil wells in Eastland County, in which 
Ranger is situated. The downtrodden East- 
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land County farmers have come into their own. 
Their wives, as gnarled and twisted as the 
oaks among which they once toiled, have their 
hands weighted down with diamonds. Their 
daughters have silk gowns, but not the art 
of wearing them. Their sons have the privi- 
lege of running down to Dallas or Fort 
Worth and getting gloriously fleeced by 
the sharpers that infest those cities. 


There is a pathetic side to this showering of 
wealth upon people unable to comprehend or 
use it. Most of them are wholly incapable of 
enjoying their fortune. A thousand dollars 
they would have understood and put to good 
use, but a million—well, there isn’t that much 
money in the world and those farmers aren't 
going to believe there is, even when it is 
marked up in their own bankbooks by their 
own bankers. 


Consider McClesky, for instance. After the 
oil strike on his land he let a contract for the 
construction of a brick hotel in Ranger. He 
learned that his contractor was paying com- 
mon labor $3 a day. That seemed to him a 
stupendous wage. He had never been able to 
average that much on his farm. So he struck 
the contractor for a job and worked on his 
own hotel at $3 a day till the building was 
completed. 


McClesky died leaving $5 of his $7,000,000 
estate to his wife and the remainder to his five 
children by his first wife. She promptly 
brought suit for the entire estate. The heirs 
have offered to settle with her for half, but 
she demands all. Pending the settlement of 
the litigation she is taking in washing for a 
living. Her greatest annoyance in life is the 
flood of letters from men all over the world 
who tell her how true and loving they could be 
to a woman 58 years old with $7,000,000, 

















business man in the United States 
has full belief in the familiar adage 
that “steel is the barometer of trade,” 
and in consequence, whenever one of our 
periodical depressions in industry occurs, 
studies with intense interest whatever is 
printed in the daily press or elsewhere 
on the commercial position of that metal. 
Importance of Steel Trade 
This interest in steel on the part of the 
American public is quite natural. We 
constituté par excellence the steel-pro- 
ducing and steel-consuming people of 
the world. In 1914, at the outbreak of 
the war, with 3,000,000 square miles of 
territory and a population of 100,000,000 
‘souls, our possible capacity for steel 
making was estimated conservatively at 
37,000,000 tons per annum. In compari- 
son, Western Europe (that part outside 
of Russia), with the same area and a 
population of 325,000,000, or three and 
one-quarter times our own, possessed but 
40,000,000 tons of such capacity, and all 
the rest of the world not over 7,000,000 
tons. The eagerness with which are 
awaited when times are bad, the monthly 
tonnage seports of current sales obliga- 
tions issued by the United States Steel 
Corporation is sufficient evidence of the 
importance of steel in the minds of the 
general business public. These monthly 
tonnage figures now rank in significance 
with the number of idle freight cars and 
the amount of bank clearings. It is 
therefore thought that the following 
brief review of the recent commercial 
history of steel, together with a state- 
ment of its position now, six months 
after the signing of the armistice in Eu- 
rope, and an outline of the probable 
market conditions of the near future, 


Bix IND doubt, every well-informed 


Prospects For The Steel 
Industry 


Upward Movement of Capacity, Output 
and Prices—Present Market Conditions 
—Readjustment Period Near an End 


By SAMUEL A. BENNER 


Vice-President Federal Export Corporation 


will prove of interest to the readers of 
this magazine. 

Development in the United States 

The manufacture of iron was begun 
along the Atlantic seaboard in the origi- 
nal thirteen states many years before the 
founding of the Republic in 1787, but 
the output was small and the methods 
decidedly primitive. The business began 
to expand early in the life of the nation, 
due to the adoption of the protective 
tariff policy by the administration of 
President Washington under the leader- 
ship of the first Secretary of the Treas- 
ury, Alexander Hamilton. The latter’s 
dictum that the new Republic must be 
able to produce within its own confines 
whatever was needed not only for peace 
but also for war, was especially applicable 
to the manufacture of iron. Under the 
fostering care of the protective policy it 
was not many years after 1787 until the 
making of pig iron and wrought iron and 
the converting of wrought iron into steel 
by the crucible process had assumed res- 
pectable proportions in the United States, 
centering in and around Pennsylvania. 
Then came the march of the Republic 
all the way to the Pacific Coast, together 
with the beginning of the great era of 
railroad building, and by the time of our 
Civil War the making of all the then 
forms of iron and steel in the United 
States had become an extensive business. 


The invention in England of the Bes- 
semer process in the late fifties, and of 
the basic process in the late seventies 
permitted the substitution of steel (a 
much better material) for railroad and 
other structural purposes instead of 
wrought iron, and as these processes 
were widely adopted in the United States 
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PROSPECTS OF THE 


ihey have enabled the industry to assume 
is present gigantic proportions. 


Upward Movement of Capacity, Out- 
put and Prices 


The high tide of our actual output 
prior to the recent great war occurred in 
the years 1912 and 1913, when 32,000,000 
tons of steel were made each year. The 
ictual output dropped down to 23,500,000 
tons in 1914 and successively rose to 
33,000,000 tons in 1915, 42,000,000 tons 
in 1916, 45,000,000 tons in 1917 and 
14,000,000 tons in 1918. 

Prices reached profitable levels in 1912 
ind 1913 compared to many previous 
vears, but dropped to low levels in 1914. 
lhey began to soar in 1915 and rose to 
fabulous heights in 1916 and the early 
part of 1917. In the latter half of 1917 
and during 1918 the business was con- 
trolled by the Government at Washing- 
ton as a war measure and stable prices 
much lower than the highest levels of the 
previous months were put into force. 
Since the signing of the armistice last 
November, the control of the steel indus- 
trv of the country by Washington has 
heen discontinued and prices are now at 
a level approximately twice what were 
considered good during the five-year 
period ending in 1913. 

Meanwhile, due to the exigencies of 
the war, the possible capacity of the 
United States increased by 11,000,000 
tons per annum and of all the rest of the 
world by 7,000,000 tons. Today, the 
possible capacity of the United States is 
48,000,000 and of all the rest of the 
world 54,000,000 tons per annum, mak- 
ing 102,000,000 tons as the grand total 
lor all. On July Ist, 1914, it was 
84,000,000 tons per annum. 


Causes of Upward Movement 


The wonderful upward movements in 
output and prices throughout the United 
States during the four-year period from 
1915 to 1918, inclusive, were due to two 
causes and to those two only—first, the 
enormous orders for military and naval 
steel, and second, the great demand from 
the outlying districts of the world that 
formerly bought mostly from Europe. 
With the signing of the armistice last 
November, the demands for war steel 
immediately ceased. The outlying dis- 


STEEL INDUSTRY 193 
tricts of the world, instead of at once 
asking us for large quantities of steel as 
was generally anticipated throughout the 
United States, made no new purchases 
at all through fear of great falls in prices. 
Indeed, most of their efforts were de- 
voted to canceling orders that had been 
placed many months before. The war is 
undoubtedly over for good and there is 
no possibility of a resumption of the 
tremendous demands for steel for war 
purposes. As to exports to the outlying 
districts, such as Latin-America, Asia, 
Australia and Africa, but little business 
is coming either to us or to Europe at 
present. Indeed, exports to these coun- 
tries are now only in small lots taken 
under promises of very prompt shipment, 
and represent only pressing and vital 
needs. 


Present Market Condition of Steel 


The immediate situation, therefore, in 
the steel industry of the United States 
is that the two factors that controlled 
the situation for the last four years are 
in abeyance, one, the war demand, appar- 
ently gone for always, and the second, 


exports to the outlying districts, quies- 


cent for the present. Moreover, the 
immediate market situation for our steel 
works is further complicated by the fact 
that the single largest collective buyer in 
the United States, the railroads, is in the 
hands of the Government and was not 
financed by the last Congress, being now 
without money. The years 1912 and 
1913 were excellent years for rails, cars, 
and locomotives as well as for other rail- 
way materials. Of the 32,000,000 tons 
of steel made in each of these two years, 
at least one-third, or about 10,000,000 
tons, was devoted to railroad work. 
Until the new Congress acts in a finan- 
cial way on the railroad situation, the 
largest single collective buyer of steel in 
the United States will be out of the 
market. 

Generally speaking, the various prod- 
ucts of iron and steel plants comprise 
two classes, the light and the heavy 
products. The light products comprise 
wire, bars, hoops, bands, sheets, tinplate, 
pipe, tubing, etc. The heavy products 
include rails, structural sections, plates. 
wheels, axles, ete. 
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All of the light lines are distributed 
largely by means of warehouses located 
throughout the country, at the mills, at 
the transportation centers, or in the con- 
suming districts. These products are in 
constant demand in the daily life of our 
people and are continually consumed re- 
gardless of whether prices are high or 
low. There is never a cessation of pro- 
duction of these light lines, but if the 
prices ruling at any particular time are 
considered high, the warehousing of such 
products is curtailed. This is the situa- 
tion as regards the light lines at the 
present time. The fear of lower prices 
is retarding markedly purchases by the 
warehousing interests throughout the 
country. 


As to the heavy lines, these are de- 
pendent on repair work and on new con- 
struction. Some of the former neces- 
sarily must always be going on, but at 
the moment the cost of new construction 
appears too high in the minds of our 
investors to warrant bringing out just 
now new construction projects to any 
extent, and this situation will continue 
undoubtedly until the great law of sup- 


ply and demand comes again into full 


effect. A waiting policy is now being 
pursued by both the steel producers and 
the investing public. 


Of all the various lines of industry in 
which steel is an important material, 
only public work (National, State, Coun- 
ty or Municipal), the oil trade, the manu- 
facture of automobiles and trucks and 
the building of ships can be called flour- 
ishing today in this country. Most of 
the public work is in connection with 
road making and petroleum; motor con- 
veyances and ships are in such demand 
that the requirements of these lines 
constitute quite an important tonnage as 
a whole. 


As to exports to the outlying districts, 
such as Asia, Africa, Australia and Latin- 
America, the situation in those markets 
is similar to that now existing here at 
home. Stocking up and new construction 
work are awaiting stable prices. 


The Subject of Wages 


When the prices for all lines of iron 
and steel began to mount upward in 1915, 
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advancement in wages followed, and to- 
day common labor throughout iron and 
steel works that prior to the war received 
about $50 per month per man is now 
obtaining at least $100 per month per 
man, with skilled labor in proportion. 
The American people as a whole beyond 
doubt are in favor of a high basis of 
wages everywhere in this country, espe- 
cially at present, when the cost of living 
is still at the war level. We may, how- 
ever, expect gradual readjustments down- 
ward in wage scales if the early stock- 
ing-up of steel in warehouses and the 
coming out of new construction work is 
impossible otherwise. The consensus of 
opinion throughout the trade at present 
is that marked reductions in prices from 
present levels cannot be made without 
lowering wages. 


Probable Output in 1919 


Our various iron and steel works, lo- 
cated in many states, ranging in size 
from the little plant employing a few 
hundred men up to the huge mills at 
Bethlehem, Pittsburg, Buffalo, Birming- 
ham, Youngstown and Chicago that 
count their employes by the thousand, 
are now operating at about half capacity. 
All these works collectively produced 
45,000,000 tons of steel in 1917 and 
44,000,000 tons in 1918. From the pres- 
ent outlook it is doubtful if our total 
output this year much exceeds 25,000,000 
tons. 


Present Depression Not for Long 


To sum up, the period the adjustment 
that all informed people expected would 
happen after the conclusion of hostilities 
is still with us, but it is the personal 
opinion of the writer that this period of 
adjustment will not require many months 
more. The. whole world is behind by 
some years with its regular repair and 
construction programs and whenever the 
controlling general factors are settled to 
something like stability we may expect 
good times again in the iron and steel 
trade of the United States. The pressing 
factor that should be straightened out is 
the railroad situation. The new Con- 
gress ought to act on this very promptly, 
permitting heavy purchases for railroad 
use throughout the country. 





In-and-out-of-Season Investments 


Third Article of the Series ‘‘Financial Independence at 50’’— 
The Grading and Rating of Securities—Distinguish- 
ing Between Good, Bad and Indifferent 


By VICTOR DE VILLIERS 


N the “Six Ages of Investment” in 

our last issue, suggestions were given 

in rather general terms, covering a 
mixed type of securities which in their 
order of investment merit are classified 
as follows: 


High grade bonds 

Medium grade bonds 

High grade preferred stocks 
Medium grade preferred stocks 
High grade common stocks 
Medium grade common stocks 
Specvestments 

Speculations 


The observant critic of the graph will 
notice that the author has given par- 
ticular prominence to the investment 
standing of good bonds and preferred 
stocks. Such prominence is deserving, 
in my judgment, since deliberate thought 
and research shows that gilt-edge bonds 
and sound preferred stocks are excellent 
investments both in-and-out-of-season 
and make a combination investment that 
appears ideal from the point of view of 
safety, yield, balance, and profit possi- 
bilities. 

The shrewd buyer will always find 
some bargains if he will do his shopping 
upon the common sense principle that it 
does not pay to wait until everybody 
wants the same goods at the same time. 
He should pick up his bargains in the 
off-season, place them in cold storage, 
and only lighten his load when everybody 
wants them at once, at any price, and for 
immediate delivery. 

While such securities remain in storage 
the holder has the satisfaction of know- 
ing that they are always in season, always 
in fashion, have a ready market, and 
above all, work silently for their own 
keep. 


These are some of the reasons why 
the writer favors them so strongly for 
the investor who would become “inde- 
pendent at fifty.” 


Judging a Good Bond 


As a general proposition, any bond 
which is a direct mortgage on property, 
valued largely in excess of the bond 
issue, where the issuing corporation has 
shown its ability to meet interest charges, 
year in and year out, by a large and 
ample margin is a good bond. It is diffi- 
cult, however, for the average business 
man to investigate the value of the un- 
derlying securities, to judge them even 
after lengthy study, or to decide whether 
a particular mortgage is “clear-cut,” 
without reference to mortgages preced- 
ing or following it. Also, no ordinary 
man is competent to pass upon the legal- 
ity of an issue, or the titles back of a 
mortgage. This requires a complete 
battery of specialized talent, especially in 
the case of corporation and railroad 
bonds. 


It is better to rely upon the consensus 
of investment opinion as indicated by the 
yield of the bond, and to make it a gen- 
eral rule “the higher the yield, the more 
risk I take.” 


Tue MaGazine oF WALL STREET has 
already sifted the bond list for the in- 
vestor, and the result appears in every 
second issue. The “Bond Buyer’s Guide” 
regularly tabulates about one hundred of 
the best bonds, in their order of merit, 
rating, price, and yield considered. It 
would be a good idea to study this Guide 
and make selections from its listings in 
purchasing. I do not think the list could 
be very well improved for practical 
purposes. 
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If the reader will refer to the Guide 
he will find them classified thus: 

loreign Government Bonds—All are 
considered an excellent grade. 

Railroad Bonds (Legal for Savings 
Banks: first grade)—All these are gilt- 
edge. 

Railroad Bonds (Not Legal for Sav- 
ings Banks: first grade )—These are also 
gilt-edge bonds. 

Railroad Bonds (Legal or not legal for 
Savings Banks: second grade)—These 
are suitable for the business man. 

Industrial Bonds (Mixed grades)— 
All are dependable. 

Public Utility Bonds—Those yielding 
6% or less are gilt-edge. 

The writer seriously urges a careful 
study of this bond list so that the stu- 
dent-investor may become familiar with 
the yield he can expect from every type. 
lhe majority of good bonds are still 
selling low and the yields are, at this 
writing, well above what may be expected 
in normal times. A study of the figures 
will indicate what is meant by a “high 
grade bond” and a “medium grade bond,” 
and help the investor to apply his knowl- 
edge to the suggestions given in the 

“oc: ; ra , ” 
graph “Six Ages of Investment. 
e A further acid test of the reliability 
of a bond is a satisfactory answer to the 
following questions: 

“How many times have interest charg- 
es been earned in the last five years? 

“For how many years has the cor- 
poration paid interest without default ? 

“Is the bond followed by other strong 
bonds or preferred and common stocks ?” 

If the answer is favorable, the investor 
may buy with confidence. 

Too many eggs should not be placed in 
one basket, even in a golden basket. The 
eggs might stand all shocks, but a thief 
might steal the basket. Diversification 
of funds in as many issues as possible is 
investment wisdom. 


Selecting Preferred Stocks 


The subject of preferred stocks was 
fully and concisely analyzed in THE 
MAGAZINE OF WALL Street within re- 
cent months. The first contribution to 
this subject was “Intimate Talks to In- 
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vestors” by Richard D. Wyckoff, appear- 
ing on page 28 of the October 26, 1918 
issue; a more recent article, “Attractive 
Industrial Preferred Stocks,” by Benja- 
min Graham, on page 1085 of the April 
12, 1919 issue, completes what might well 
be called “A Pandect on the Preferreds.” 
‘These two articles give the essentials that 
an investor need know about the princi- 
pal live-wire preferred issues, and that 
information is knowledge in a nut-shell. 

Unlike bonds, the yields on preferreds 
are not always a good guide, as owing to 
the element of speculative buying that 
takes place in preferred stocks, especially 
when their junior brethren—the common 
stocks of the same corporation—come 
into the limelight, a good deal of shrewd 
discrimination is desirable in purchasing 
the senior security. The majority of 
good grade preferred stocks are still 
selling at an attractive level at this writ- 
ing. Some are below real worth; others 
are approaching their intrinsic values; a 
few have already gone up not only out of 
line with the rest, but to a speculative 
level due to too much enthusiasm or spe- 
cial features connected with the favored 
issue—such as a conversion privilege into 
its common stock. 


The investor cannot do better than 
look over the articles referred to, and 
the writer doubts whether a better selec- 
tion than those given by their authors 
will be found anywhere else. 


As in a bond, present earnings or re- 
cent happenings may be ignored for the 
general purpose of making an investment 
in a preferred stock. Seasoning and 
reliability over a long period of time, 
through good and bad years, lean and fat 
periods of business, the ability of the 
corporation to earn and pay its preferred 
dividend should be the only consideration 
influencing a purchase, where a high 
grade issue is sought. 


If in addition the corporation has only 
a moderate (if any) funded debt, and 
the preferred issue is followed by sub- 
stantial common stock issues upon which 
dividends have been paid, or are in pros- 
pect, the preferred issue is entitled to the 


rating “high grade,” and the investor 
should buy it if the yield is six per cent 
or over. 





IN-AND-OUT-OF-SEASON INVESTMENTS 


A medium grade preferred stock usu- 
illy sells upon a higher yield basis where 
payments have been irregular, earnings 
have been streaky, regular dividends are 
not long established, or there is some 
doubt as to the consistent earning power 
of the corporation in the future. A very 
high or extraordinary yield on a pre- 
ferred stock means 

(a) that it has escaped the notice of 
the rank and file: such cases being rare 
but not impossible ; 

(b) its industry is speculative: such 
as mining or oil; 

(c) there is bound to be a dusky one in 
the woodpile—avoid him and it, unless 
you carry a bludgeon. 

Here is an example of a preferred 
stock that will stand the test. 

American Snuff Company 6% non- 
cumulative preferred. This preferred 
has the usual preference over the com- 
mon stock (the latter totalling $11,000,- 
(00—dividend payments 1918—11%) as 
to assets and dividends, and no encum 
brances can be placed on the property 


ahead of the preferred without the as- 


sent of two-thirds in interest of each 
class of stockholders. Regularly in each 
vear from 1912 to 1918 inclusive the 
company has earned between $38 and $46 
a share for the preferred, and has not 
had a single lean year. 

It has no funded debt and has paid its 
preferred dividend for eighteen years 
without a break; selling price range be- 
tween 981%4 to 104%. American Snuff 
preferred is undoubtedly an aristocrat. 

American Locomotive 7% cumulative 
preferred is less gilt-edge, judging by its 
entire record, and not the earnings of the 
past three years, which averaged over $31 
a share for the preferred in 1916, 1917 
and 1918. While this looks good enough 
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to pay $7 a year, some disturbing figures 
are encountered in the lean years. The 
1909-1911 average was about $9 a share: 
some years show a tight-squeeze to pay 
dividends at all, and in at least two years 
during the last ten “Alco” practically 
drew a blank. A strongly maturing pre- 
ferred stock is this, but not a certainty. 
Its freedom from funded debt gives it 
a good rating, however. 


American Bank Note 6% cumulative 
preferred. This is similar in type to 
“Snuff preferred.” It shows the same 
good behavior through every period, has 
no freak periods, has a substantial buffer 
in well-rated common stock paying divi- 
dends, and no funded debt. 

Bethlehem Steel 8% cumulative pre- 
ferred has a strong appeal in its convert- 
ible privilege into the common (“B”) 
stock at 115, its cumulative dividend, and 
the enormous junior issues that follow it. 
It would be a National calamity if any 
real doubt would ever surround the cor- 
poration’s ability to pay this preferred 
dividend. ‘This great corporation has 
shown some fantastic earnings, both high 
and low, in the last ten years, and this is 
the only speculative feature of an other- 
wise splendid security. 

Cuba Cane Sugar 7% cumulative pre- 
ferred has sold at ridiculous levels in the 
last few months, but those who come and 
go with the stock know that the holder 
has a call on the future rather than on 
the past in making an investment. Cane 
preferred earned about $8% in 1918 and 
$14% in 1917. The company was only 
organized in 1915 and still has to make 
good. “Will it do so?” If it does, the 
preferred stock is cheap. 


These are some of the methods by 
which a preferred stock can be rated as 
good, bad, or indifferent. It is hoped 
that the hints given may lead to inves- 
tigation along the same lines before 
money is parted with. 





WHY IS WALL STREET? 


“Why is Wall Street?” 


sometimes asked, has received an answer. 
$450,000,000 in revenue taxes for tie last fiscal year. 


(Texas) Times-Record, 


the question which the ordinary mortal has 


Wall Street has paid over 
Mount Pleasant 





Financial Leaders of To-Morrow 


MAURICE L. FARRELL GRADUATED FROM FINANCIAL JOUR- 
NALISM INTO BANKING 


Mr. Farrell was born at Cortland, New 
York, March 22, 1877. That makes him forty- 
two years of age. His early education was 
obtained in the Cortland Normal School. 

His first essay into the business of life was 
as an instructor of youth, for he began as vice- 
principal of Grammar School No. 7 in Long 
Island City, N. Y. The title of vice-principal 
is sonorous enough but the yearly stipend 
which accompanied the title was anything but 
soul-satisfying. However, better things were 
in store, for at the end of three months he was 
made full fledged principal. He was then only 
nineteen years old. . 

Even at that age he perceived the advantages 
of a good education and accordingly, after 
having served as principal for one year, he 
left school teaching forever to enter Amherst 


College. He graduated with the class of 1901 
with the degree of Bachelor of Arts. 

Speaking of his early ambitions, Mr. Far- 
rell says: “I wanted to become a lawyer and I 
wasn’t fully decided whether eventually I 
should become a justice of the United States 
Supreme Court or a United States Senator. I 
rather inclined to the former after giving the 
subject a great deal of careful consideration 
between the ages of twelve and sixteen.” 

Mr. Farrell made his Wall Street debut via 
the New York News Bureau. The Wall 
Street reporter works in a great field and 
wields tremendous power for good or evil. 
In the financial district all news is “instan- 
taneous” news, that is, the readers of the busy 
news tickers demand the latest developments 
without an instant of delay. Therefore the 


reporter who can get the “big” news and relay 
it accurately, rises to the top of his profession. 
He never stays there long, because big business 
and big finance are constantly on the lookout 
for those who make a success of that most 
difficult profession—financial journalism. 

Persistence and personality make a great 
working team. Young Farrell possessed both. 
In addition he possessed that most valuable 
qualification of being able to inspire the con- 
fidence of others. The big men of the Street 
soon learned that Farrell could be trusted. 
He became the repository of many tremen- 
dously important financial secrets, but he never 
broke faith. He got to know all of the lead- 
ing bankers and financiers and no door was 
closed to him. His reward was the privilege 
of making public announcement of important 
financial news when the proper time for pub- 
licity was at hand. 

The Wall Street Journal, finding ‘ itself 
badly beaten time and again in the news strug- 
gle, investigated and found Mr. Farrell at the 
bottom of the trouble. As a result he was 
offered and accepted the position of assistant 
editor on the Wall Street Journal. Shortly 


afterwards he was promoted to the position of 
managing editor, which he held until 1913, 
when a partnership in the long established 
banking house of F S. Smithers & Co. was 
He was then but thirty-six 


offered to him. 
years old. 

Mr. Farrell is married and finds recreation in 
golf and motoring. Asked if he believes that 
chance or luck is an important factor in one’s 
career, he replied: 

“In extremely rare cases, yes. 
speaking, no. 
lean upon.” 

His suggestions to ambitious young men are 
as follows: 

“Have a definite objective in mind. If you 
don’t know just where you are going you are 
apt to arrive nowhere. First determine what 
particular line of business or profession your 
special abilities may be adapted to. Then go 
into it for all you are worth. Set a mark for 
yourself to be reached in five, ten or fifteen 
years’ time. Keep that objective constantly in 
the back of your head. Don’t ‘wish’ to reach 
it but ‘will’ to attain that goal. Then work and 
keep on working. Be thorough. Get at the 
bottom of things. Half of the troubles of the 
world are caused by sloppy, slap-dash or hap- 
hazard thinking and doing. Learn to think 
straight. Develop the ability to analyze a situ- 
ation or problem and get at the heart of it 
quickly. Don’t flounder around and get tangled 
up in a maze of non-essential details and permit 
them to obscure the main point. The ability 
to do this comes from the habit of straight 
thinking. Have courage. Don’t whimper and 
whine when you think you are getting the 
worst of it. Take your medicine like a man. 


Generally 
Luck is a very slender reed to 
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Buck up and go to it again with a firm jaw and 
i smile. The Lord hates a coward—so does 


everybody else. 
“Above all, in your personal dealing, be 
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square. To be successful you must enjoy the 
confidence of others in your ability and integ- 
rity. To gain that square dealing is the first 
essential.” 


LOCKWOOD BARR WAS EARNING $10 A WEEK IN 1907 


When banking claimed Mr. Farrell, his 
ogical successor as managing editor of 
rhe Wall Street Journal was one Lock- 
wood Barr. The vote was unanimous that 
Barr was worthy of the job and the job of 
iim. Hardly more than six years previous 
young Barr had tramped the streets of New 
York vainly for days. He was not looking 
for a “position” he wanted a job and he 
wasn’t very particular what kind of a job 
t was as long as it was honest and carried a 
weekly stipend that was sufficient for an 
imbitious young man with a man-sized 
ippetite. 


It was in the height of the 1907 panic 
ind the outlook was anything but cheerful. 
Barr had been working for a construction 
‘ompany in Jersey City but the construc- 
tion company had seen that it might be 
some moons before there would be any- 
thing doing in the construction line. Hence 
he necessity, after the manner of construc- 
tion companies in panic times, of easing 
ip on the payroll. Young Barr, among 
thers, provided the easement. As before 
stated he had been walking the streets for 
lays looking for something to do before 
e happened to drop into the offices of The 
[Vall Street Journal. There he met a certain 
Charles Otis who, in addition to his duties 
f sitting on the cash box, managed, among 
ther multifarious activities, to always keep 
: weather eye open for likely young talent. 
He liked to catch ’em young and liked vastly 
nore to get ’em cheap. Barr’s shoes were 
almost at a point where they could prove an 
alibi. He not only was willing to be had 
cheap but he earnestly yearned to be hired 
at almost any price. He was taken on the 
payroll at $10 a week. 


Mr. Barr is a Blue Grass product having 
seen the light of day for the first time at 
Bowling Green, state of Kentucky, April 
2, 1883. He was educated in the public 
schools, attended Centre College at Dan- 
ville, Ky., and received his A. B. degree 
from Yale University with the class of 1903. 
His first position was as teacher of mathe- 
matics in the boys’ high school at Decatur, 
Ga., and his salary was $600 a year. 


Observe the vagaries of human existence. 
Mr. Barr when a boy ‘wished to beccme a 
dentist, was educated for an architect, 
started in as a school teacher, became a 
civil engineer, made his first substantial 
mpression on the world as a financial 
journalist, entered a prominent banking 
1ouse and is now connected with that great 
ndustrial organization, the General Motors 
Co. It has been the fortune of but few to 
participate in so many divergent spheres 


of activity in so short a space of time. 
While passing through his civil engineering 
days Mr. Barr built ten miles of railroad 
for the Illinois Central in the swamps of 
Mississippi. 

Although Mr. Barr knew little or nothing 
about Wall Street and Wall Street’s ways 
when he joined forces with The Wall Strect 
Journal, he dug into his task with accustomed 
energy and his work soon attracted atten- 
tion. He was made the head of the Inquiry 


Department, which he reorganized and sy3- 
tematized. In 1913, or six years after he 
had been glad to take a position with The 
Wall Street Journal at $10 a week, Mr. Barr 
was sitting in the Managing Editor’s chair 
and was the sole censor and last court of 
appeal on the vast current of news and 
gossip which streams all day long over the 
Wall Street news ticker. 

From his editor’s position Mr. Barr grad- 
uated to the firm of Oliphant & Co. a well 
known banking and investment house. This 
was in 1916. While with that concern he 
came under the attention of that genius of 
the automobile world, William C. Durant. 
As a result Mr. Barr joined the General 
Motors official family in December of 1917. 

Mr. Barr has little use for clubs and 
societies. His chief source of pleasure out- 
side of his work he finds in his family. He 
has two fine boys and when he is not play- 
ing with them you will, in all probability, 
find him motoring or digging in his garden, 
especially at this season of:the year. 





Take Your Securities Away From The 
Bucket Shops ow 


ALL STREET is infested with 
Wiis shops. Hundreds of such 

concerns operate through the New 
York Curb Market. 

They keep their books on their cuffs, 
so to speak. That is, you may buy se- 
curities through them and they may send 
you reports that they have bought, but the 
fact is they have either failed to execute 
your orders at all, or they have bought 
for your account and sold for their own. 

The net result of this is that you are 
“long” on their books; they are short for 
their own account ; they have your money, 
but nobody has your stock. 

In a bull market like the present, many 
of these bucket shops are now insolvent, 
but they will not admit failure unless 
something occurs which starts a demand 
from a large number of their customers, 
similar to a run on a bank. Then we 
shall hear of their failures, and then 
Wall Street will have some more ugly 
messes to clean up, and more explanations 
to make. 


As a result of the enormous public 
interest in the market, only a portion of 
which is recorded on the tape and on the 
Curb lists of transactions, Wall Street's 


nerves are already on edge. Rumors af- 
fecting some of these bucket shops have 
already begun to circulate, and it would 


not surprise us to see some of the biggest 
of them go to the wall if prices continue 
to rise and a scare once starts. 

Consequently, we urge our subscribers, 
wherever they are dealing with houses 
whose reputation is of the character sug- 
gested, to immediately demand that all 
securities for which they have paid and 
have left in the hands of such houses be 
delivered to them even if it involves the 
closing out of some of these commitments 
in order to remove the balance of the 
securities to places of safety. 

The majority of the bucket shops will 
protest against your taking away your 
stocks and bonds, and will make various 
excuses in order to delay delivery over 
days, weeks or months, according to the 
persistence of your demands. But do 
not let them delay; that is only one of 
their methods to keep your money and 
securities in their hands so that they can 
urge you to load up against the time 
when a declining market sets in and you 
are obliged to sell out at a loss. 

When any house refuses to deliver or 
delays delivery to an unreasonable ex- 
tent, then put your case in the hands of 
a New York attorney. If he cannot re 
cover your property within a few days, 
have him take the matter up with the 
District Attorney. 





MARKET STATISTICS 


Dow, Jones Avgs. 
40 Bonds 20 Inds. 20 Rails High 


Monday May 5 94.92 


Tuesday May 6 
Wednesday May 7 
Thursday May 8 
Friday May 9 
Saturday May 10 
Monday May 12 
Tuesday May 13 
Wednesday May 14.... 
Thursday May 15 
Friday May 16 
Saturday May 17 


96.16 
97.65 
98.61 
98.19 
98.53 
99.23 
100.37 
99.45 
99.92 
100.10 


~ 88.53 


No. 


Issues 


250 


Total 
Sales 
678,000 


50 Stocks 
Low 


87.28 81.37 80.09 
HOLIDAY 
87.48 81.52 
87.48 81.52 
87.01 82.05 
86.78 81.37 
86.75 81.67 
87.27 82.39 
83.55 
83.52 
83.96 
83.88 


205 
297 
346 

24 
273 
292 
316 
291 
316 
273 


80.38 
80.38 
80.87 
80.40 
80.64 
81.03 
82.11 
82.15 
82.43 
83.15 


1,524,100 
1,768,200 
2,742,000 
1,016,700 
1,550,600 
1,494,200 
1,928,300 
1,534,000 
1,624,800 

743,600 


88.43 
89.72 
90.50 
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Leading Opinions 


About Financial, Investment, Banking and Business Conditions 


Elliott Offers 
Rail Solution 


To the suggestions and solution offered by 
Senator Cummins on the Railroad Problem, 
Howard Elliott, President of the Northern 
Pacific, added a few “fundamentals” of his 
own in a speech before the Economic Club. 
He said, in part: 

“The distinguished senator from Iowa, Mr. 
Cummins, who is to be the chairman of the 
Senate Committee on Interstate Commerce in 
the next Congress, and who, moreover, is to be 
a very potent force in framing the bill to be 
presented to the next Congress for the rehabili- 
tation of the railroads of the country, in a 
notable address at Des Moines on March 27, 
1919, named three fundamental principles 
which should be accepted in any new legisla- 
tion: 

First—The return upon the capital in- 
vested in railway securities should be made 
certain through government undertaking. 

Second—The railways should be consoli- 
dated into comparatively few systems, and by 
few I mean not more than 18 

Third—The railways should be operated by 
private corporations, organized under an act 
of Congress. 

“I hope with all my heart that Senator Cum- 
mins may find it consistent with his wide 
knowledge of the railroad problem now con- 
fronting the country, and his experience as an 
eminent national legislator, to accept the fol- 
lowing additional principles to those to which 
he gave utterance in his Des Moines speech: 

1. The owners of the railroads must assent 
to federal control, but they should also have 
federal protection and encouragement. 

2. The great labor organizations must as- 
sent to some orderly way of settling disagree- 
ments over wages and working conditions, so 
that the railroads will continue to serve the 
public pending the adjustment of disputes. 

3. The government in its policy of regula- 
tion must be more responsive to changing con- 
ditions and there must be protection of the 
railroad business as well as regulation, and 
there must be no “twilight zone” between na- 
tional and state authority. 

“The railway executives do not claim that 
their plan is perfect, or that it should not be 
changed or amended, but they do believe that 
the suggestions they laid before the last Senate 
Committee on Interstate Commerce provide a 
means for carrying out principles above sug- 
gested. 

“I cannot believe the people of the United 
States will be unwilling, when they understand 
the situation, to permit a fair return upon a 
fair value of the property that is devoted to 
the public use. Such return is absolutely nec- 
essary if we are to avoid disaster.” 


“U. S. Products 
Needed Abroad”—Hurley 


Of all the things necessary in this world to- 
day, manufactured products takes a foremost 
position. The United States is able, better 
than any other country, to furnish manufac- 
tured products on a large scale, and because 
of this position, our export business should 
be very large. E. H. Hurley, President of the 
United States Rubber Export Company, is 
quoted as saying: 

“The one great outstanding fact is the uni- 
versal need of manufactured products. Where 
these are to be obtained and how paid for is 
the problem. There is scarcely a country of 
any importance which, today, is not attempting 
to control its imports by more or less drastic 
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laws and regulations; and until these are re- 
moved, or greatly modified, trade with the 
countries wherein they exist will be more or 
less curtailed. The demand and the need, 
however, remain and must be supplied from 
some source, and the natural source is the 
United States. 

“The question of the payment for goods im- 
ported is, of course, a serious one. The 
United States is a heavy creditor to most im- 
portant European nations, and those nations, 
naturally, hesitate to increase their indebted- 
ness, Trade balances cannot be restored 
speedily by means of imports from Europe, 
first, because the material is not there to be 
exported, and, secondly, because the United 
States is becoming less and less dependent 
upon imports of manufactured products. 

“The existing situation in England is what 


(201) 





202 


amounts practically to an embargo against 
United States products, the exception being 
small percentage allocations, but free and un- 
restricted admission of colonial products. This 
situation is to be reviewed in September, 1919, 
and it is to be hoped that it will be discon- 
tinued and that the products of the United 
States will be again freely admitted. 

“France still continues to refuse pretty gen- 
erally licenses for the import of United States 
products, even though the need for them is 
great. Numerous instances have been revealed 
where France has refused permits for the im- 
port of material, especially machinery, which 
could not be obtained elsewhere, and which 
could not be manufactured in France. It is to 
be hoped that relief will come after the peace 
treaty is signed.” 


U. S. and Great Britain 
World Champions 


Influential thinkers of our great ally, Great 
_ Britain, are continually emphasizing the fact 
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that the United States and Great Britain 
should establish closer relations as time goes 
on. There must be more of an interchange of 
ideas through the close affiliation of the press, 
professional men and big business and banking, 
thinks Ralph E. Blumenfeld, Editor and 
Chairman of the Board of Directors of the 
London Daily Express. 
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His views on this subject are: 

“I am principally concerned with the rela 
tions between the United States and Grea: 
Britain. These nations must stand together a 
world champions. But before that can bh 
Americans must understand Englishmen, an 
Englishmen must understand Americans. The) 
are the only two peoples who think alike and 
act alike. Their destinies are interwoven fo: 
good or evil, and if we want to make the good 
predominant we must prepare. 


“I suggest an interchange of brains. News 
paper people, professors, teachers, and business 
men—all can do their part to show to eacl 
country that their differences are merely ski: 
deep, and the objectives of life are the same. 

“T don’t want fusion. No American want: 
to be English, and no Englishman wants to b« 
American, but there is every reason why th« 
future should see a world-wide business part- 
nership between countries that have so much it 
common and whose joint action could keep th« 
world at peace. 


“T propose to develop this idea when I reach 
England and see if we cannot arrange for a: 
exchange of men and women who have ideas 
that can be utilized for the object we have it 
mind. For instance, we want some one to tel! 
us why Porto Rico must continue to have a1 
American Governor, just as we should tel! 
you how difficult it would be for England t 
cut Ireland adrift, as her extremists wish 
Englishmen then would not say you are not 
practicing what you preach, and many persons 
here would have their eyes opened on the Irish 
muddle.” 


“Railroad Deficit Both 
Physical and Financial”—Loree 


In addition to the huge financial deficit 
rolled up by the Railroad Administration, th« 
concealed or physical deficit is correspond- 
ingly as large. The Government has not made 
good its promise that it would maintian its 
properties and the losses from this direction 
will, undoubtedly, be large. In a statement 
read to stockholders at the annual meeting of 
the Delaware & Hudson Company, the presi- 
dent, L. F. Loree, pointed out that the D. & H 
system suffered along with the rest of the rail- 
roads from this neglect. Commenting further 
on the railroad situation he said: 

“Regarding the article in the New York 
Evening Post of Saturday last, I do not think 
the Senator can have been correctly quoted ir 
saying that the railroads were taken over as 
‘hospital cases’ and may be returned as 
‘stretcher cases.’ Certainly no good can come 
from treating a serious situation in that man- 
ner. It would be too easy to make the retori 
that if the railroads were taken to the operat 
ing table at the end of 1917, it was not be 
cause they were in need of the surgeon’s skil 
but rather to satisfy the morbid curiosity o 
the vivisectionist. Never in their history wer: 
the roads in better physical condition, mor 
fully or effectively equipped, or operated witli 
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greater skill and economy. Nor do I think 
anyone need be apprehensive that the roads 
will be returned to their owners as ‘stretcher 
cases.’ The President in taking over the prop- 
erties said that ‘investors in railway securities 
may rest assured that their rights and interests 
will be as scrupulously looked after by the 
Government as they could be by the directors 
of the several railway systems,’ and this pledge 
I have no doubt will be made good in every 
particular. 

“The investment in the railroads of this 
country represents one-tenth of all the moneys 
all of our people have been able to save in the 
nearly 300 years that we have been in this 
country. If your property right in the Dela- 
ware & Hudson Co. cannot be successsfully de- 
fended, then the property rights of your neigh- 
bors, whether in manufacturing plants, farms 
or homesteads, cannot be successfully de- 
fended. If the right of the individual in his 
private property cannot be successfully de- 
fended, then the industrial civilization that has 
brought to our race its present security and 
comfort must perish. The mistakes of the 
physician, my old professor of engineering 
used to be fond of saying, were buried with 
his patient, but the mistakes of the engineer 
are visible while the structure he erects en- 
dures. Should the value of your property be 
in any way impaired by the Government, which 
I do not for a moment believe possible, no 
mistake will be made in the fixing the respon- 
sibility therefor and an honest-minded public 
may be depended upon to promptly redress the 
wrong.” 


Federal Railroad Incorporation 
Opposed by Root 

Elihu Root, in a letter to S. Davies War- 
field, President of the National Association 
of Owners of Railroad Securities, has con- 
demned the plan of Federal railroad incorpora- 
tion, which is advocated by Director-General 
Hines, Senator Cummins, Howard Elliott and 
others. He believes that the difficulty of con- 
verting railroad securities into Federalized 
securities is so great as to make the scheme en- 
tirely impracticable. 

“Federal incorporation, whether as applied 
to existing railroad companies or new con- 
solidated regional companies comes 
under the head of machinery, which is not 
only unnecessary, but mischievous. The pro- 
cess of getting all the $17,000,000,000 of rail- 
road securities of the 2,300 railroads of the 
country away from the millions of present 
holders with all the litigation and injustice 
and dissatisfaction and obstruction of credit 
involved would require so many years of con- 
troversy that it would not meet the present 
exigency. The patient would be dead before 
the remedy was applied, and nothing useful 
would be gained after it was over, for the 
power of Government to regulate the present 
corporations is oractically as complete as it 
would be to regulate the proposed Federal 
corporations. There is really only one avowed 
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.purpose which could be accomplished by that 
plan, and that is to withdraw the railroads 
entirely from the jurisdiction of the State 
Commissions. This is unnecessary because 
Congress has power to authorize the Federal 
rate-making authorities to overrule the State 
Commissions in respect of rates which inter- 
fere with the Interstate Commerce rates. The 
State Commissions ought not to be destroyed. 
The people along the lines of the railroads in 
the several states ought to have near their 
home bodies to which they can go for a re- 
dress of grievances against the railroads. 
“The. same observation applies to the idea 
of a Government guaranty. That means an 
attempt to assure a given income independ- 
ently of rates instead of assuring rates sub- 
ject to a limit of income. The inevitable re- 
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sult would be that no rates would be per- 
mitted beyond those necessary to make the 
guaranty good, and as the Government must 
make the guaranty good there would be 
neither opportunity nor incentive for private 
enterprise in the management or development 
of railroads. The only real financial interest 
and the only active control stimulated by in- 
terest would be on the part of the Government, 
and this would lead inevitably to Government 
ownership.” 

Mr. Root favors the Warfield plan of rate 
regulation, under which Congress would guar- 
antee a general average percentage return on 
investment for each of the three rail terri- 
tories in the United States. Rates would be 
adjusted by the Interstate Commerce Com- 
mission so as to bring the total net income up 
to the required amount. Individual roads 
earning less than the given percentage would 
not have the difference made up to them (as 
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under the present guarantee), but roads run- 
ning over the stated amount would have to 
turn over two-thirds of the surplus—half being 
devoted to an employee’s insurance fund and 
half to an equipment pool fund. 


Gary Reiterates Views 
on Steel Prices 


In a statement issued May 10th, Judge Gary 
again called attention to the fact that the pres- 
ent wage-level would not permit steel pro- 
ducers to lower prices beyond the present 
schedule. The expected requests for bids for 
200,000 tons of rails to be submitted by the 
Director-General of Railroads will afford a 
practical test of the relative merits of the con- 
troversy. 

Judge Gary says: 

“We desire to avoid any controversy with 
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cost of production will not allow any further 
reduction in selling prices. They have volun- 
tarily made two substantial reductions since 
the armistice was signed. 

“IT regret that opinions between the Railroad 
Department and the iron and steel industry 
should have differed. The business relation- 
ship has always been pleasant and we should 
like to see it continue without interruption.” 

Judge Gary was asked to state his opinion 
concerning an open market and replied: 

“There has at all times been an open mar- 
ket. An opinion to the contrary is a miscon- 
ception of facts. There has been no effort to 
establish fixed prices. The fact that a seller 
cannot or will not reduce his selling price, or 
that a purchasef cannot and will not pay the 
price asked, does not modify the fact that the 
market is open. 

“There is good business ahead. It is for the 
best interest of the whole country, producer 
and consumer, employer and employe, and 
the general public to take advantage of the 
extraordinary resources of the United States 
by standing together for greater progress and 
prosperity than we have ever before experi- 
enced.” 








the Railroad Department or any other Gov- 
ernment department. It is a time when all 
interests should co-operate in aiding to facili- 
tate the movement for improved industrial 
conditions, which is certain to take place, if it 
is not already in evidence. 

“The statement of the Director-General, if 
it had been made after full acquaintance with 
the facts and figures and had been accurate in 
all respects, would not in my opinion have any 
bearing upon the exact present situation. 

“On the present basis the cost of production, 
as shown on the books of the manufacturers, 
verified by the Federal Trade Commission, 
would not permit any further reductions in the 
present selling prices without lowering the 
wage rates. Our subsidiary companies are 
strictly maintaining the scale of prices ap- 
proved by the Industrial Board of the De- 
partment of Commerce, and it seems to me 
that will be the attitude of other manufactur- 
ers for the reason, if for no other, that their 
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As I have never been slow to criticise I feel 
that I should be equally as prompt in express- 
ing my comments on some of the splendid 
features that you have incorporated in your 
magazine: 

(1) In the first place your impartial and 
invariably correct opinions regarding the mar- 
ket value and general status of the various 
securities you are asked about is of inestimable 
value to the business man and investor. The 
recent climb of Southern Pacific will possibly 
satisfy even the skeptical ones who railed at 
you about your article on this stock and got 
in just before a drop (which was generally 
recognized as temporary). 

(2) Your bargain indicator comes next (in 
my opinion) in value and is in itself a won- 
derful help. : 

(3) I put next your “Market Statistics” 
giving the daily sales, high and low, of 50 
stocks and averages of 20 industrials. I plot 
curves from this data and carry this forward 


with the new data you give from issue to issue. 


This gives a TREND which is helpful at 
times. I wish that your data gave the high 
and low of the 20 industrials, or that you 
published a curve such as the Times Analyst 
does, as I deal mostly in industrials. 

(4) Your general articles on finance and 
business generally are such that your magazine 
at once becomes one of the best educational 
mediums I am aware of, including some of 
the well known college courses. 

All in all, I cannot help but feel that business 
men as well as investors very deeply appreciate 
“The Magazine” and get a wonderful amount 
of help from it. 

Very truly yours, 








Railroad Bonds Which Are Attractive 
By JACOB H. SCHMUCKLER 


Bargain Time for Railroad Bonds—Future Course of In- 
terest Rates—List of Issues Carefully Analyzed 


HIS is unquestionably the time to 
I secure bargains among railroad 
bonds. Viewed from any angle, 
railroad bonds are cheap today. The 
average during April for twenty bonds, 
equally divided between those of high 
grade and second grade character, was 
only about 2% points above the low of 
last September and more than 7 points 
below the low point during the panic of 
1907. The tendency of railroad bonds 
has been upward since the beginning of 
May, the gain being especially marked 
for second grade bonds. 
Bond Prices in the Future. 
What the future long time course of 


corporations during the next year or so. 
Another factor in the situation is the sale 
of foreign securities to American in- 
vestors, which will gradually consume an 
increasing proportion of our capital 
available for investment. 


The aggregate demands for capital the 
should not fall off materially from the 
heavy requirements during the war, but 
it is important to remember that the 
funds called for will for the most part 
be used for constructive purposes and 
not for destructive. It will be employed 
in the building of factories, roads and 
in the creation of new capital. Capital 
is no longer to be destroyed—it is to 





Issue 


Chesapeake & Ohio Funding & Imp. 5s 
Chicago, Rock Island & Pacific ist & Ref. 4s.. 


Chicago, St. Paul, Minneapolis & Omaha De). 5s. 


Denver & Rio Grande ist Cons. 44s 
Kansas City, Fort Scott & Memphis Ref. 4s 
Maine Central Coll. Trust 5s 
Minneapolis & St. Louis Ist Cons. 5s 

New Orleans Terminal Ist 4s 

New York Central Debenture 4s.. 


New York, Chicago & St. Louis Debenture 4s. 
St. Louis, Iron Mountain & Southern River & Gulf 4s.. 


St. Louis Southwestern ist 4s 
St. Louis Southwestern Ist Cons. 4s... 


Southern Pacific Coll. Trust (Cen. Pac.) 4s_..- 


Wabash 2nd 5s... 


Yield to 
Maturity 


5.90% 


Price 

About 
92 -95 
74% 
9214-93 
7274-73 
6914-70% 
95% 
7444-76% 
68%-70 


73 
74 -74% 
I 


Maturity 


7534-76 
8454-873 





interest rates and consequently bond 
prices will be, it is difficult to say. The 
demands by governments for capital will 
undoubtedly fall off from the excessive 
requirements during the war, but they 
will remain large for a number of years. 
Private enterprise, which has _ been 
deprived of its full capital needs, has 
been anxiously awaiting the close of the 
Victory Loan campaign, to come into the 
market to secure the funds it is in sore 
need of. The demands by private sources 
will take up some of the slack caused by 
the lessening of Government needs. We 
shall witness considerable flotations by 


create and be created. 

Also there is no apparent reason for 
looking for a lessened supply of capital 
seeking investment than during the war, 
but rather conditions point to an increase. 
The war has converted millions of per- 
sons who never bought a bond before in 
their lives into bond holders. While 
many of these persons will very likely 
terminate their experience with the 
Liberties, many have “gotten the habit” 
and will buy corporation bonds. Consid- 
erable amounts of money made during 
the war are seeking attractive “berths,” 
and while just at present investors are 
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still somewhat spoiled by the abnormally 
high war yields, before very long things 
will change. 

All indications are, therefore, that the 
tendency of interest rates is to be gen- 
erally downward from now on, and that 
of bond prices upward. For some time 
the upward movement will undoubtedly 
be gradual but bit by bit the prices of 
bonds will work toward higher levels. 
The comparatively small advances since 
the close of April appear to be the begin- 
ning of a slow advancing tendency. This 
then is the time to buy bonds. 


Some Attractive Issues 


The table herewith presents a number 
of well secured high yield bonds. Except- 
ing the Chicago, St. Paul, Minneapolis 
and Omaha debenture 5s and the South- 
ern Pacific (Central Pacific) collateral 
trust 4s, which are both high grade, and 
the Chesapeake & Ohio refunding 5s, all 
yield more than 6%. 


Issues Analyzed. 


CHESAPEAKE & OHIO FUNDING AND 
IMPROVEMENT 5s are an underlying lien 


of the system being prior in lien to the 
convertible 44s and 5s and the first lien 
and improvement 5s, all of which are 
pledged to secure the convertible 5s. 
They are secured by a mortgage of col- 
lateral lien upon 1,785 miles of main and 
branch railroad and leaseholds in, and 
trackage rights to 240 miles. Further 
secured by a first lien by pledge with the 
trustee, of the entire capital stock of the 
Norfolk Terminal & Transportation 
Company owning terminal and water- 
front property and interest in lands under 
water at Norfolk, Va., adjoining the C. 
& O.’s piers, and by assignment of the 
stocks and bonds of the Cincinnati Ele- 
vated R. R. Transfer & Bridge Co. 
There are $11,000,000 of these bonds out- 
standing of which $7,302,000 are pledged 
under the first lien and improvement 
5s. Total interest charges were earned 
on the average of twice over in the 
past three years. The road is one 
of the few to show a gain in net 
along with gross in 1918, and net 
earnings in the first two months of the 
current year were larger than in the 
corresponding period of 1918. This 
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showing reflects efficient operation. Ex- 
amination of Chesapeake’s earnings and 
traffic received along with the territory 
in which it operates clearly shows that it 
is a road of possibilities. The funding 
and improvement 5s quoted at 92-95 to 
yield 5.90%, were quoted at par or better 
in the years 1909-1914, inclusive. In a 
more normal bond market, and with the 
railroad situation assuming a more defi- 
nite state, the bonds should sell up to a 
5% or 5%4% basis. 

Cuicaco, Rock Istanp & Paciric Ist 
and refunding 4s are a well secured and 
promising issue. There are $94,941,000 
of these bonds outstanding, and they are 
secured by a direct or collateral lien on 
5,834 miles of road, 1,252 miles of lease- 
holds and additionally on trackage rights, 
terminal property, appurtenances and se- 
curities. The bonds are subject to $74,- 
936,000 of prior liens. On a 10-year 
average interest charges have been earned 
about 1.4 times. In 1916 they were 
earned 1.65 and in 1917, 1.7 times. In 
1918 there was a deficit of $1,200,000 
after charges but the Federal guarantee 
amply covers interest requirements. The 
deficit was due in large measure to in- 
creased appropriations for maintenance 
during the 1918 year compared with that 
in 1917, which was a common pheomenon 
for most of the roads. Under normal 
conditions interest charges on the bonds 
should be well protected, and there can 
be little doubt that the railroad problem 
will be settled on a basis equitable to the 
capital invested in the roads. Rock Island 
is operating in good territory. Its traffic 
is varied and the efficiency of its opera- 
tion seems to be improving. The train- 
load increased steadily from 257 in 1910 
to 390 in 1917. 

DenvER & Rio GRANDE consolidated 
414s. The complication of the Rio Grande 
connection with the Western Pacific 
guarantee has had a depressing effect on 
the market position of all the securities 
of the former. This issue is part of a 
closed mortgage which is a first lien on 
more than one-half of the Company’s 
property, and the bonds are outstanding 
at the rate of $24,590 per mile. The con- 
solidated 414s are a prior lien to the im- 
provement 5s of 1928, the first and re- 
funding 5s of 1955 and the accumulative 
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idjustment 7s of 1932,the total outstand- 
ing amount of which is $51,025,000. 
otal interest charges were earned on the 
erage of 1.44 times in the 10 years 
‘nded December 31, 1917. During 1918 
nterest charges were not covered by 
ibout $200,000. This is not at all 
arming for the reasons given above 
inder the discussion of the Rock Island 
ts, and interest charges of $700,000 to 
‘over the disbursement on $10,000,000 
if accumulative adjustment 7s need 
be paid only when earned are in- 
luded in the total. The big point in 
onnection with the future of the Rio 
irande is how the Western Pacific tangle 
vill eventually come out. Undoubtedly 
ome sort of amicable settlement will be 
iade, though the position of the consoli- 
ated 414% bondholders are well secured 
under any but the most adverse develop- 
nents. With the Western Pacific diffi- 
ulties cleared away and conditions in the 
railroad situation and in the bond market 
more settled the bonds should sell on a 
6% to a 534% basis. At the present time 
taking the higher rate of return the price 
should be around 84 to 85. 

Kansas City, Fort Scott & MEMPHIS 
EFUNDING 4s are an underlying issue of 
the St. Louis-San Francisco System. 
Chere are $25,941,000 of these bonds out- 
standing which are secured by a first lien 
on 124 miles, second lien on 771 miles, a 
third lien on 26 miles and also a first 
collateral lien on terminal properties in 
several large cities. Frisco has shown up 
very well since the recent reorganization 
lhe total interest charges were earned 
134 times in 1916 and nearly twice over 
in each of the following two years. Earn- 
ings have been showing good expansion 
ind with the efficiency of the manage- 
ment improving, the road is capable of 
large development. The yield of about 
7% is very attractive, considering the 
strong character of the security. 

MAINE CENTRAL COLLATERAL TRUST 
5s are of high grade character. The 
bonds were originally offered in- April, 
1884, at 95 and interest and the price 
later advanced to 971% and interest. The 
directly operated lines of the Maine Cen- 
tral at the end of 1917 consisted oi 1,359 
miles and in addition the company con- 
trols the Portland (Maine) Terminal Co., 
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and a few other properties. The system 
extends northward and eastward of 
Portland, traversing a large part of 
Maine and New Hampshire and forming 
an extension of the Boston & Maine sys- 
tem. A portion also extends into the 
Province of Quebec, making connections 
with the Canadian Pacific and the Quebec 
Central. The outstanding amount of the 
bonds is $613,000, and they are secured 
by an equal amount of the Maine Shore 
6s of 1923. As the collateral 5s are pur- 
chased for the sinking fund and can- 
celled, an equal amount of the bonds 
pledged are released and delivered to the 
company. Total interest charges were 
earned 3.59 times in 1916, 2.46 times in 
1917 and 1.1 times in 1918. The Gov- 
ernment guarantee protects all the out- 
standing securities of the company. 
MiNNEAPOLIs & St. Louts Ist consoli- 
dated 5s are cheap at present prices. Net 
operating revenues of the company have 
declined substantially during the 1918 
year falling $2,404,075 short of the guar- 
anteed Government return and interest 
charges were‘not earned by a very wide 
margin. However, analysis of the main- 
tenance figures shows that the amount 
set aside for maintenance of way and 
structures increased about $600,000 while 
that for equipment increased about $1,- 
700,000, a total of $2,300,000 which is 
nearly equal to the amount by which 1918 
earnings fell short of the “standard re- 
turn.” In 1916 total interest charges were 
earned 1.44 times, in 1917, 1.37 times, 
and in 1918, taking the maintenance 
charges of 1917, about 1.3 times. The Ist 
consolidated 5s are prior in lien to the 
Ist and refunding 4s of 1949 and to the 
refunding and extension 5s of 1962. The 
Company has been benefited by a recent 
readjustment of its capitalization. The 
freight density has been showing good 
improvement since 1908, the 1917 figure 
being 680,079, compared with 239,194 in 
1908. The trainload increased from 236 
tons to 442 tons during the same period. 
New York, Cuicaco & St. Louis 
DEBENTURE 4s are a well secured issue. 
Nickel Plate’s earnings during 1918 ex- 
ceeded the standard return guaranteed by 
the Government by $1,615,000. Total in- 
terest charges were earned 1.72 times in 
1915, 2.35 in 1916, 1.64 times in 1917, and 
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about 2.9 times in 1918. Originally this 
issue was a debenture and not secured by 
any lien, but it is now secured with the 
new second and improvement 6s which 
are a direct lien on the entire property 
subject to only $18,350,000 of the first 4s 
of 1937. All of the authorized amount 
of the debenture 4s have already been 
issued. The authorized amount of the 
2nd and improvement 6s of 1935 is $25,- 
000,000. Of these $4,135,000 were is- 
sued last March to reimburse the com- 
pany for capital expenditures under 
Federal operations and the balance are to 
be issued for improvements. 

St. Louts, Iron Mountain & SouTtuH- 
ERN River & Gutr 4s are an underlying 
issue of the Missouri Pacific system. 
There are $34,548,000 of these bonds out- 
standing and they are secured by a first 
lien on 772 miles, a first collateral lien 
on 17 miles and also by deposit of valu- 
able securities. The bonds are prior in 
lien to the Missouri Pacific 1st and re- 
funding 5s and the general 4s. “Mop” 
has done well since the recent reorganiza- 
tion. Both earnings and operating effici- 
ency show good improvement. In the 
1916 calendar year total interest charges 
were earned 1.06 times, in 1917, 1.67 
times, and in 1918 they were just about 
covered, despite the fact that the amount 
set aside for maintenance increased about 
$1,300,000 compared with 1917. Consid- 
ering the strength of the security and the 
good possibilities of the road the bonds 
look attractive. Range of prices during 
1918 was 68 to 82. 


St. Louis SouTHWESTERN First 4% 
Bonp CERTIFICATES are a verv strongly 
secured issue. These certificates were 
issued by the Central Union Trust of 
New York, trustee under the mortgage 
and authorized by the road which has 
countersigned the certificates. They are 
secured by deposit of a like amount of 
Ist mortgage 4s of 1989, which are a 
first lien on 1,229 miles of railroad and all 
appurtenances thereon and all income and 
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profits accruing from them. Through 
grant of after-acquired leases, the cer- 
tificates are also a first collateral lien 
on the company’s leasehold interest in 
164 miles. The Company guarantees the 
interest and principal of the certificates. 
St. Louis Southwestern has shown good 
improvement in the past few years. Total 
interest charges were earned 1.96 times 
in 1916, 2.69 times in 1917 and about 
2.25 times in 1918. The road is in a 
growing territory, carrying lumber, cot- 
ton and farm products. The trainload in- 
creased from 300 in 1913 to 431 in 1917. 

The first consolidated 4s are very cheap 
at current prices. Like most of the roads 
of this system, it has undoubtedly suf- 
fered from its connection with the 
Goulds. This is the only road under 
Gould control that has managed to stay 
out of receivership. The bonds are se- 
cured by a direct mortgage on 622 miles 
and by collateral lien on 753 miles sub- 
ject to the Ist mortgage 4s. They are 
prior in lien to the 1st and terminal 5s of 
1952, which provides for the retirement 
of this issue. 

WasasH 2nd 5s are a second mortgage 
on practically the entire system subject to 
only $33,900,000 on the Ist 5s of 1939. 
They are prior in lien to the Wabash 
debentures “B,” 6s of that year. Like 
most of the roads recently reorganized, 
Wabash has been doing well of late 
and has good possibilities. The freight 
density has increased from 1,278,108 in 
1911 to 1,899,667 in 1917, and the train- 
load from 409 to 568. The passenger 
density has reached a new high level in 
1917. Total interest charges were earned 
2.7 times in 1916, 2.39 in 1917, and about 
1.5 times in 1918. The cause for the de- 
cline during the last year was the in- 
creased amount set aside for maintenance. 
The bonds have sold at substantially 
higher prices and under more normal 
conditions in the bond market and rail- 
road field should see better levels. 





Bull: “You can buy ’em with your eyes shut.” 
Gautieus: “Yes, and then sell ’em when your eyes are opened.” 








Equipment Bonds 


By J. B. CORVETT 


Obligations Secured On The ‘‘Life-Blood’’ Of The Rail- 
roads—Attractive For Individual Investors—List 
Of High Yielding Issues 


T is almost too obvious to say that 
without equipment there can be no 
railroad, for the rolling stock is its 
very “life blood.” For a limited time 
you can operate over any roadbed; 
you can cut down the labor force; you 
can allow the rails to wear down 
close to the danger point, but you 
must always have equipment and keep 
it in good condition. 
Equipments Have “Pawn Broker’s” 
Grip 

The indebtedness secured by equip- 
ment is the securest obligation of any 
road. Court decisions have placed 
their claim even ahead of wages, and 
in many cases they have been given 
relative priority over first mortgages 
on the ground that there can be no 
road without equipment. 

A careful analysis of the treatment 
given equipment obligations in the ex- 
tensive reorganizations following the 
Panic of 1893 and in those of recent 
years clearly shows the strong position 
of this type of issue. In a drastic re- 
organization, and plenty of these have 
been necessary in the history of Amer- 
ican railroads, none but the mortgages 
right on the ground are safe from hav- 
ing to make some sacrifice. This fact 
was made evident in a few of the late 
reorganizations. 

However, in only one case in the 
many recent reorganizations, the 
Wheeling & Lake Erie Equipment 5s 
of 1922, did the holders of equipments 
suffer in any way. In all other cases 
the obligations were either paid in full 
in cash or they were assumed by the 
successor corporation. The Lake Erie 
issue, while called an equipment obli- 
gation was not really such in the strict 
sense of the term. The bonds were 
originally in a weak position. Still 
eventually even the holders of these 
came out all right. Each $1,000 note 


was given $350 in cash and the balance 
in Equipment 4s secured by the un- 
matured old obligations, which in turn 
were secured by the equity in the 
equipment. 

There is also one exception to the 
general treatment given equipments 
in the Norfolk and Western reorgani- 
zation of 1896. Although the plan in- 
volved the refunding of certain equip- 
ment obligations, it did not entail even 
a temporary sacrifice. For each $1,000 
equipment 5s the holders received 
$1,000 in consolidated 4s and $480 in 
new preferred stock. They were com- 
pelled to undergo the loss of 1% yearly 
in income, but this was fully compen- 
sated for by the preferred stock bonus. 
Subsequently with the success of the 
rejuvenated Norfolk and Western, 
they had an increase in both income 
and principal. The acid test then 
shows that equipments are among the 
safest of investments during the most 
stressing conditions. 

The experience of holders of equip- 
ments under normal conditions has in 
recent years also been very encourag- 
ing. There have been very few de- 
faults in interest or principal. Con- 
sidering the entire history of this type 
of obligation, their record has been 
more remarkable than even that of 
municipal and state bonds. 


Serial Maturity and Safety 


There are two types of equipment 
obligations, equipment trusts and 
equipment bonds. In both of these 
the obligation is secured by a lien on 
rolling stock. Under the former the 
title to it is vested in a trust created 
for the purpose, while in the latter it 
rests with the railroad. The origin of 
the equipment trust or _ so-called 
“Philadelphia Plan” was due to the re- 
strictions upon the use of the condi- 
tional sale or installment plan of pay- 
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ing for railroad equipment in Penn- 
sylvania. Title is therefore vested in 
a trust which leases the rolling stock 
to the road, and when it is entirely 
paid for title reverts to the railroad 
corporation. 

A characteristic of railroad equip- 
ments which contributes substantially 
to their safety is their serial maturity. 
Rolling stock depreciates at a com- 
paratively rapid rate, and if the prin- 
cipal amount of the issue were left 
outstanding until the equipment was 
well worn out, the equity of the later 
maturing bonds would be seriously 
impaired. 

The protection of the equipment 
bondholder is, however, very care- 
fully provided for. At the time the 
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individual investors, but are mostly 
held by institutional investors. The 
insurance companies are undoubtedly 
the largest single class of holders of 
this class of obligations. 

Four reasons can be assigned for 
equipments lacking favor with indi- 
vidual investors. The first is that few 
persons fully understand the character 
and excellent qualities of such invest- 
ments. Where there is ignorance 
there is no confidence, and where is no 
confidence there is no investing. 

The second reason is that in the 
early days of American railroading, 
equipment obligations were used 
mostly by new or impoverished roads 
to secure rolling stock. Such issues 
were therefore looked upon as a sign 





LEADING EQUIPMENT ISSUES 


Issue 
Baltimore & Ohio 4% 
Buffalo, Rochester & Pittsburgh 4%4s-5-6s 
Canadian Pacific 434s 
Chesepeake & Ohio 4%%s 
Chicago, Rock Island & Pacific 434-5s 


Cleveland, Cincinnati, Chicago & St. Louis 5s 


Delaware & Hudson 4%%s 

Erie Railroad 414-5s 

Michigan Central 5-6s 
Minneapolis & St. Louis 5s 
Missouri Pacific 5s 

New York Central R. R. 4%s 
N. Y., N. H. & Hart. 434-5-6s 
Seaboard Air Line 5-6s 
Southern Railway 434-5s 


Yield Basis 


Maturity Bid 
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equipment is turned over to the road 
it pays down a fixed sum, usually 10% 
or more of the entire value, and the 
balance is covered by an issue, series 
of which mature at a rate more rapid 
than that at which the securing rolling 
stock is depreciating. The time from 
the first to the last series varies, but 
in few cases exceeds ten years. Thus 
the holder of a series maturing in late 
years not only has his equity pro- 
tected but actually gets the benefit of 
an increasing equity. Ordinarily the 
best series of obligations to secure are 
those maturing in the last two or 
three years. 


Equipments and the Individual In- 
vestor 


Equipment obligations are not a 
very common form of holding among 


of weakness and investors avoided 
them as inferior securities. The low 
credit of the roads was carried over 
to the equipments, and they bore high 
rates of interest. Rates as high as 8% 
were by no means common prior to 
1885. But things have changed radi- 
cally since. This type of financing has 
been used by the strongest roads, and 
while a number of them, such as the 
Atchison, Northern Pacific and Union 
Pacific have discontinued this prac- 
tice, many of them are still resorting 
to it. Things have changed, and equip- 
ments today are among the strongest 
of investments. 

The third reason for equipments 
lacking favor with individual inves- 
tors is that the rates of return yielded 
by them in normal times is less than 





EQUIPMENT BONDS 


those of any but the very senior obliga- 
tions. The holder is paying for the 
remarkable security. According to a 
reliable computation, comparison of 
the average yield of equipment obliga- 
tions, premier bonds and _ general 
credit bonds of fifteen solvent roads 
during the spring of 1916 shows the 
first group to be 4.31%, the second 
group 4.61%, and the last 5.29%. How- 
ever, this relation is not generally 
true today. A number of equipment 
issues are represented herewith which 
yield more than the senior obligations 
of the roads issuing them. In fact 
many of these return an income corre- 
sponding very closely with that ob- 
tainable from strongly secured short 
term bonds. 

The final reason for individual in- 
vestors not taking favorably to equip- 
ments is that they have no wide gen- 
eral market. They are dealt in largely 
by a few specialists. Considering the 
other merits of equipments, however, 
and the fact that there are a number 
of other very desirable bonds handled 
almost exclusively over the counter 
this is not a very serious objection. 
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The proportion of bond trading done 
on the various American exchanges is 
very limited compared to the volume 
done among the bondhouses. 

In fine, the old time objections to 
equipment obligations are now gone, 
and they are among the most attrac- 
tive investments for the individual in- 
vestor. There are today a number of 
equipments offering the advantages 
to be had in other types of bonds and 
something in addition. 


Some Attractive Issues 


The table herewith presents a num- 
ber of high yielding equipment issues. 
As the maturities are varied, a state- 
ment of the prices actually to be paid 
is not practicable, hence the yield 
basis is used in quoting equipments. 
Both the bid and asked bases are 
given. The figures under the bid 
column indicate that the purchaser 


will buy any of the series of the issues 
at prices which will give him the stated 
rate of return, and those under the 
asked column that the seller will let 
the series of the issue go at prices 
yielding the indicated rates of income. 





STOCK EXCHANGE A WORLD FACTOR 
HE WORLD'S financial dealings have reached a scale that surpasses the wildest 


dreams of any period of the past. 


increasingly rapid rate during the continuance of the war. Go 
occupy the centre of the stage in industrial and financial activities. — 
as a nation, felt that we could at least begin to contemplate 


few .months we have, 


Expansion of credit must necessarily go on at 


Government operations 
During the past 


the work of reconstruction that must follow the conclusion of the war, and could begin 
to enumerate and study the problems therein involved. War emergencies have taught 


us many things. 


We have learned that industries may be speeded up to accomplish 


an output hitherto deemed utterly impossible. 
In speaking of reconstruction on the establishment of peace, we must realize that 


it contemplates many things besides the actual physical rebuilding of habitations for 
those whose homes have been ruined by the ravages of the conflict. Reorganization 
and reconstruction at home must be athieved in bringing our volume of business back 
to normal levels, and to rebuild businesses that have quite vanished into thin air as a 
result of the war’s dislocation of ordinary trade and commerce. 
Happily, there is one lesson, among many others, that will serve to great advantage. 
It has been a long-standing criticism of the American people that they have not been 
a nation of investors. Every owner of Liberty Bonds will have learned something along 
this line that will not soon be forgotten. If the reconstruction work necessary throughout 
the world is to be carried forward successfully, it will be accomplished through the 
proper reorganization of our financial strength, when Government needs shall have 
ceased to be dominant and imperative. It is only through the broadening of the invest- 
ment field that capital can flow into the industrial channels where it is needed and 
in such manner assist in working out our own problems and give us the necessary 
strength to “carry on,” as we all desire, the work of rehabilitation across the water. 
—The Cashier. 





Investment Inquiries 


A letter enclosing stamped self-addressed envelope will bring you a PERSONAL 


reply to an inquiry on any security in which you are interested. This Investor's Per- 
sonal Inquiry service is free to yearly subscribers. 


BALTIMORE & OHIO 4%s 
Attractive at Present Level 


Baltimore & Ohio convertible 4%s due 
March 1, 1933, are selling at an attractive 
price considering the fact that they are legal 
for investment by Savings Banks in New 
York and many other states. 

This issue is convertible into common stock 
of the company at $110 a share on or before 
February 28, 1923. They are also redeemable 
as a whole on March 1, 1923, or on any interest 
date thereafter at 101% and interest on 90 
days’ notice. Under present conditions neither 
the convertible nor the redemption features 
of these bonds appear to be of any value, but 
with a rejuvenation of railroads, which many 
investors and financiers are confident will come 
with the great era of prosperity before the 
country, these features may become valuable. 


INTERNAT’L AGRICULTURAL PFD. 
Dividend Increase Looked For 


International Agricultural Corp. preferred 
has been strong recently on expectations that 
when the directors meet in June the dividend 
rate will be increased from a 5% to a 7% 
basis. This is due to the fact that earnings 
are steadily increasing. In fact followers of 
the company state that the current fiscal year 
will be well above the $8 per share reported 
in 1917-8 period. It is understood that the 
management is laying plans for an increased 
demand for fertilizer. Plans are being made 
for the ‘erection of a big plant at Boston, 
Mass., and another at Norfolk, Va. 

The 7% Pfd. is a cumulative issue and there 
is now in arrears about 38% on the stock. 
Considering the improvement in the earnings 
position of the concern, this offers an attrac- 
tive speculative feature. On its present selling 
price it offers an income yield of 6%. 


CHES. & OHIO CONV. 5s 
Active on Advance of Stock 


Chesapeake & Ohio convertible 5s are active 
in response to the advance in the stock. The 
bonds are convertible into common stock up to 
April 1, 1920, at $75 a share; from April 2, 
1920, to April 1, 1923, at $80; from April 2, 
1923, to April 1, 1926, at $90; and from April 
2, 1926, to April 1, 1936, at $100. 

The 4%% convertibles have also advanced, 
but their conversion privilege is less attrac- 
tive. Because of the high earnings of the 
company there has been talk of an increase in 
the dividend rate. Present dividends are being 
earned about three times over. 


REPUBLIC MOTOR TRUCK 

Strengthening Working Capital 
Republic Motor Truck Co.’s improved finan- 
cial status is due to past work on Government 
orders for army trucks. It is stated that the 


concern is now earning well over $200,000 a 
month. Furthermore, it is discounting all bills 
and rapidly strengthening its working capital. 
Taking these facts into consideration, we sug- 
gest that you retain your stock. We hesitate, 
however, in advising further commitments. We 
think there are better opportunities of making 
speculative turns in Pierce Arrow common or 
Willys-Overland common. 


HUDSON & MAN. 5s 
Appear to be Undervalued 


Hudson & Manhattan Ist refunding 5% 
bonds, in sympathy with local traction securi- 
ties, have apparently come into a position of 
under-valuation, selling around 59. Govern- 
ment control practically insures the payment 
of interest and during recent years the com- 
pany has improved its financial condition. 
Earnings have been well maintained during the 
war period, due to increased rates covering 
portions of the line. 

The bonds outstanding amount to $37,521,- 
233, and are secured by a mortgage upon the 
entire property, subject to prior liens, which 
aggregate only $6,383,000 whereas property is 
valued at $119,336,291. 


COSDEN & CO. 
Stock Presents Attractive Speculative Pos- 
sibilities 

Cosden & Company, holding 350,000 acres 
in the North Central Texas field, is one of 
the most popular speculative purchases among 
the low-priced oils. Current prices for Cos- 
den, while predicated principally on Texas 
development, seem to be warranted by Okla- 
homa-Kansas operations, where there has been 
no let up in new drilling, and the recent earn- 
ings position. Earnings for the first quarter 
of this year estabiished a new record, being 
at an annual rate of close to $3 per share 
on the common stock and are on an ascending 
scale. 

If the present rate of progress in the Texas 
development is continued, and there is good 
reason for expecting that it may be even 
better, Cosden should sell materially higher. 


NORFOLK & WESTERN CONV. 4%s 
A Popular Convertible Issue 


Norfolk & Western Ry. convertible gold 
4%s have beefi strong recently in sympathy 
with the rest of this class of securities. They 
are a popular convertible issue of which there 
are $771,000 outstanding. Most of the issue, 
$16,369,000, has been converted into common 
stock of the company while $1,213,000 is in 
the company’s treasury. These bonds are con- 
vertible into common stock of the company 
at par, up to and including September }, 1923. 
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ANACONDA 
Its Diversity of Interests Makes it 
Attractive 

Anaconda Copper, one of the greatest of 
the copper producers, holds out attractive pos- 
sibilities through the diversity of interests em- 
braced in the production of gold, silver? lead, 
zinc, coal, lumber, firebrick, sulphuric acid, 
arsenic, ferro-manganese and mining machin- 
ery. Therefore it seems that even if copper 
metal is a drug on the market at a price better 
than 15c per lb., the company has other irons 
in the fire which can be extracted with a great 
deal of profit. 

The average investor seems to be unac- 
quainted with the vast holdings of this com- 
pany, which by the way includes extensive 
lumber and coal lands, large reduction plants 
at Anaconda and Great Falls, Montana; South 
American copper properties of big potential 
possibilities Butte-Anaconda Pacific Ry.; 
International Smelting & Refining Co.; United 
Metal Selling Company; the Walker Copper 
Co.; Andes Copper Mining Co., and the San- 
tiago Copper Mining Co. A few other items 
that should not be overlooked are important 
stock interests in Inspiration, Greene-Cananea, 
Butte Copper & Zinc and the Alice Gold and 
Silver Mining Co. This is why the Anaconda 
is termed the biggest mining and smelting 
combination in the world. 

Anaconda’s dividend rate is $4 a share and 
its income yield at present prices is slightly 
over 6%. 


U. S. RUBBER Ist 5s 
An Attractive Investment 

U. S. Rubber Ist and refunding 5s in view 
of the company’s vast increasing earnings 
appear to be an attractive investment. In 
1918 the company earned nearly $31 a share 
on its common stock and at the present time 
its gross and net are running at a figure which 
if maintained all year may eclipse this 
showing. 

It is understood that the directors will not 
pay any dividends on the common this year 
which policy should also strengthen the posi- 
tion of the bonds. 

The issue consists of $60,000,000 in denomi- 
nations of $1,000, $500 and $100 and may be 
redeemed on any interest date on or after 
January 1, 1920, upon 90 days’ notice at 105. 


OHIO CITIES GAS 
Lack of Working Capital an Unfavorable 
Feature 

Ohio Cities Gas common has discounted to 
a great extent its new producing property, 
and there are no reasons for being particularly 
enthusiastic over its market possibilities. How- 
ever, as it holds 500,000 acres of oil and gas 
lands in various states upon which it is doing 
considerable drilling, developments are liable 
to be announced that would cause a further 
advance in the stock. 
__ The company’s position would also be better 
if it had more working capital. Its followers 
claim that this condition will be gradually 
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rectified without causing disturbance of the 
present dividend rate but this is an unpleasant 
possibility. 

Earnings for the fiscal year ended March 
3lst last will probably show a slight increase 
over the 1918 fiscal period, but the current 
year should show a substantial improvement. 
The recent dividend declaration was at the 
rate of $1 per share quarterly, which compares 
with a $1.25 per share quarterly rate previous 
to that. 

PIERCE OIL CONV. NOTES 
Not to be Paid Before Maturity 

Pierce Oil Corporation, according to an 
official of the company, does not intend to pay 
off its outstanding 5-year convertible notes 
due December 31, 1920, on July Ist next. The 
question of paying off these notes has been 
considered as a matter of policy, but the cor- 
poration is not planning to do so before the 
maturity date. 

On December 31, 1918, there remained 
$1,975,000 of these notes outstanding, only 
$25,000 of the original issue having been con- 
verted. It is likely that additional amounts 
have been converted since December 3lst as 
the notes are convertible into stock at $20. 


CHINO 
Has Been a Liberal Dividend Payer 

Chino, like all the other copper companies 
which have reported for 1918, was hit hard last 
year by the sharp advance in operating costs, 
with the result that earnings last year for the 
outstanding 869,980 shares dropped from $10.93 
in 1917 to $4.65. While total operating reve- 
nues dropped $2,172,000, operating expenses 
increased $3,645,000 during the year and ex- 
plain fully the rather small share profits or, 
better still, the small earnings in comparison 
with the other war years. These share earn- 
ings, however, outside the war period, were 
the largest ever reported by the company. 

Due to the previous years of prosperity, 
directors of the company were in a position 
to distribute liberal dividends, stockholders 
receiving a total of $4.50 per share, of which 
amount $1.25 represented a capital distribu- 
tion, the same as was distributed in the pre- 
ceding twelve months. Thus in the last four 
years stockholders have received a total in 
excess of $25 per share on a par value of $5 
or more than $30 per share since dividends 
were started back in 1913, an average of $5 
per annum. In addition to this the company 
has declared dividends in favor of the Red 
Cross and for war work. 


AM. SHIPBUILDING 

Both Common and Pfd. in Investment Class 

American Shipbuilding common and pre- 
ferred are both in the investment class, and 
there is no reason why they should not give 
a good account of themselves marketwise. 

This company is the largest shipbuilding 
concern in the country. During 1918 it turned 
out 93 vessels of 330,650 deadweight tonnage 
for the United States Shipping Board. Its 
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nearest competitor being the Bethlehem Ship- 
building Corporation. With the present enor- 
mous demand for ships, the company will 
undoubtedly continue to work at capacity for 
a few years to come. 

Its stock is listed on the Chicago Stock 
Exchange, transactions in New York being 
very few and far between. 


INTERCONTINENTAL RUBBER 
Increased Production Looked For 

Inter-Continental Rubber recently, through 
its subsidiary, the Continental Plantation 
Company, leased about 20,000 acres of land 
for a long period in the Province of Asahan, 
Island ‘Sumatra. Here the company plans to 
plant 4,000 acres of trees supplying crude 
rubber. According to expectations of the 
management the next few years should find 
this property producing 1,500,000 pounds of 
dry rubber every year. 

For the five months ended December 31, 
1918, the company’s report showed net profits 
and income from investments of $247,673.21 
or 85c a share, which compares with about 
50c a share for the entire previous fiscal year. 
The statement also showed a substantial in- 
crease in the surplus account. It must be 
remembered, however, that a substantial por- 
tion of the profit earned during the five 
months resulted from the sale of the com- 
pany’s steamship securities. 

As conditions in Mexico improve the com- 
pany’s technical condition will become 
stronger. Its Congo holdings also insure 
greatly increased production now that they 
can be utilized since the closing of the great 
war. All of these things should tend to pro- 
mote confidence in the stock which has good 
speculative possibilities. 


OKLAHOMA PROD. & REF. 
A Long Pull Speculation 

Oklahoma Producing & Refining has ad- 
vanced to a prominent position among the oil 
producers. Operations at its leaseholds in 
the new Ranger Field of Texas appear to be 
making good headway and it is predicted that 
they will prove highly productive. At the 
present time the company is drilling three wells 
in Stephens County, Texas, and depths of 
2,000 feet have been reached in all of them. 
This is only one of the five counties of the 
Ranger Field in which the company has hold- 
ings. Its entire Texas property comprises 
about 6,600 acres. The company also controls 
and operates large refineries and producing 
companies. It is backed by strong financial 
interests and a purchase of the stock now 
might prove profitable for a long pull. This 
company is, however, well capitalized and it 
may take quite some time before its business 
justifies such capitalization upon a basis of 
earning power. 


ENDICOTT JOHNSON 
Business Expansion Has Been Big 
Endicott Johnson, now selling at 77, shows 
a gain of some 26 points since its listing on 
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the New York Curb market. The business 
of this concern was originally started in Bos- 
ton 45 years ago with a cash capital of only 
$2,800. We understand that in the first year 
a business of $90,000 was done in the tanning 
of leather and the manufacture and sale of 
shoes® The business has since grown enor- 
mously and in 1918 the net shipments were 
valued at $52,000,000. It seems that the stock 
should be due for a reaction, as there was a 
great deal of it taken off the market in the 
fifties by a class of speculators who are not 
averse to taking small and quick profits. 


NAT’L CONDUIT & CABLE 
Appears to be Struggling With an Over 
Capitalization 

National Conduit & Cable appears to have 
been over capitalized in April, 1917, upon a 
basis of war prosperity. The company entered 
the dividend stage, and the passing of this divi- 
dend later proved how out of proportion 
hopes were against actualities. The company 
is still far removed from a large and consist- 
ent earning power on the basis of its present 
capitalization, and while there appears to be a 
little activity in the stock due to pool opera- 
tions, we know of no favorable factors to jus- 
tify permanent holding or purchase for invest- 
ment. 

According to a recent report the concern 
appears to be in bad shape so far as earnings 
are concerned. Net sales have shown a fall- 
ing off of about 100%. The company has 
been operating at a deficit and even in 1917 
after paying dividends of $500,000 the final 
surplus was only $192,000. The heavy capi- 
talization has a lot to do with the poor show- 
ing the company has been makirig. 


MIDWEST REFINING 

Disburses its Initial Extra Cash Dividend 

Midwest Refining disbursed its initial extra 
cash dividend of 50c per share. This dis- 
bursement is in addition to the regular divi- 
dend of $1 per share. There has been talk 
at different times of Midwest Refining absorb- 
ing other oil companies identified with the 
Wyoming field. Not long ago it secured a 
51% interest in the Western States Oil & 
Land Co., which has valuable proven holdings 
in the Lusk field, and rumors have it that 
the Midwest Company plans to take over 
Glenrock. This would appear to be a logical 
development. Close followers of Midwest 
Refining state that the company will soon 
issue its annual statement for 1918 and that 
it will show earnings before taxes of $30,000,- 
000, the largest in the company’s history com- 
pared with earnings before taxes of $16,538,000 
Aad and slightly less than $11,000,000 for 
1916. 


FISKE RUBBER 
Increase in Earnings Leads to Dividend 
Talk 
Fisk Rubber’s steady improvement in earn- 
ing power and financial position has led to 
talk of dividends for the stockholders. Dur- 





INVESTMENT INQUIRIES 


ng the current year to date, the company 
as earned considerably more than in any 
ther corresponding period of its history so 
hat total revenues for the full year will prob- 
ibly establish a high record. In fact it would 
ot be surprising if the concern did a $40,000,- 
v0O gross this year. 


AM. BOSCH MAGNETO 
Harvesting Large Profits 


American Bosch Magneto Corporation has 
eaped a harvest through the disposal of its 
900 Elseman Magneto holdings at $605 a 
hare, representing a profit of $505 a share, 
wr $454,500. This figures out $7.57 a share 
mn the company’s stock. 

January, 1919, earnings of the company 
were $44,000; February, $47,000; March, 
$66,000, while April is making a new high 
monthly total. In other words the company 
arned in March at the rate of $13 a share 
and a said that June will see an $18 rate 
reached, 


BOOTH FISHERIES 
Dividends Appear Secure 


Booth Fisheries has good prospects as 
although its earning power fell off last year, 
the company owns extensive shipping equip- 
ment and has an extensive organization for 
the sale of its products. Earnings prior to 
1918 have been very satisfactory, and we re- 
gard the dividends as secure. With price 
regulation removed, the company is free to 
market its products to the best advantage, 
and in all we suggest holding the stock and 
even new commitments for those who can 
afford the speculative risk involved. 


BROKERS’ RIGHTS 
Can Transfer Securities Carried on Margin 


Your broker who carries your stocks on 
margin is entitled to transfer them to his own 
name, and it is within his rights to do so, in 
spite of the fact that you have placed suf- 
ficient funds with him either in cash or other 
securities to give the required security. If 
you are dealing with a Stock Exchange house 
in good standing, we do not think you have 
any reason to suspect that there is anything 
wrong. We would, however, suggest that you 
investigate your broker through your bankers, 
if you are at all nervous. 


GOODRICH 


Appears to Have Discounted Its Present 
Condition 


The common is a good investment under 
ordinary circumstances, but this stock has ad- 
vanced’substantially in sympathy with the large 
advances in the other rubber stocks, and we 
do not suggest new commitments of this type, 
excepting after the technical position of the 
market has been corrected by a very good 
decline. 


CERBAT SILVER 
Has Good Prospects 


This property was reported upon by Mr. H. 
Robinson Plate, formerly connected with Col. 
Thompson’s interests, and in his opinion as 
well as in the opinion of other competeut 
engineers, the property has good prospects. 
It owns some attractive and well equipped 
claims at Chloride, Mohave County, Arizona, 
and we understand that the company is suf- 
ficiently financed to advance its plan of devel- 
opment substantially. We regard the shares 


as good silver speculation around 35%. 


AM. ROAD MACHINERY 
Will Benefit From Construction 


Is very well situated to share in the pros- 
perity that will come to the road-building 
companies during the period of construction 
that is about to commence and although the 
shares have advanced from around 10 to 
around 60, our investigation shows that the 
stock might reasonably sell at higher levels 
eventually. Of course, no one who cannot 
afford a substantial risk should purchase the 
stock. A further advance appears justified 
upon the company’s long range prospects. 


INVESTMENT OF $1500 
A Good Specvestment Combination 
Regarding your request for a suggestion 
for a spec investment of $1,500, we would 
suggest Anglo-American Oil, Booth Fisheries, 
Kennicott Copper and American Smelting & 
Refining. These are all in a strong position 
and likely to advance substantially within the 
next few months. We would also add Willys- 
Overland, to be purchased on a decline in the 
market, around 30. 
OVERLAND-MAXWELL 
Dividends Make Willys More Attractive 


Instead of Maxwell common, we favor 
Willys-Overland, which pays a dividend and 
is earning same by a large margin. Maxwell 
common has ahead of it the first and second 
preferred stock, on neither of which dividends 
are being paid. Apart from the fact that 
Willys preferred and common pays dividends 
we believe that Willys is in a better position 
to advance substantially than Maxwell com- 
mon, which in any event is an unprofitable 
investment as it gives no return. Maxwell is 
suitable for a rich man’s investment to hold 
for a rather long pull. 


SOUTHERN PACIFIC 
Has Big Intrinsic Value 
We have a high opinion of Southern 
Pacific’s ultimate worth, but out of regard 
to the technical position of the railroads, we 
do not suggest its purchase upon a large 
scale. The stock will, however, bear watch- 
ing, to purchase a few shares now and then 
on declines only. You might have to hold 
your stock for some time, but we believe that 
ultimately Southern Pacific shares will reflect 
their great intrinsic worth. 





General Electric’s Stable 


Position 
By GEORGE S. HAMMOND 


This Concern Typical of American Big Business—Steadiness 
of Growth—Earning Power—Outlook 
for Securities 


ERE one asked to select a single 

industrial concern as typical of 

American big business at its best, 
he could scarcely do better than to name 
General Electric Company. This con- 
cern stands at the top of an industry 
wherein the United States holds a leader- 
ship almost unquestioned. The phenome- 
nal development of the electrical business 
has enabled General Electric to grow 
rapidly yet substantially and has im- 
parted a more than ordinary degree of 
stability to the profits of the company in 
periods of general depression. General 
Electric differs from the majority of our 
great industrial organizations in that its 
enormous size has been attained not so 
much by consolidation and purchase of 
interests in other companies as by the 
building up of the property from the 
nucleus which began its career in 1893, 
several years before the formation of the 
trusts. 

At that time General Electric had 
plants at Schenectady, N. Y.; Lynn, 
Mass.; and Harrison, N. J., which were 
carried at a book value of $3,958,528. 
During the twenty-five years ended De- 
cember 31st, 1917, expenditures aggre- 
gating $110,955,805 and in 1918 $21,- 
593,997 additional expenditures were 
made upon the property, including, be- 
sides the original plants, those at Pitts- 
field, Erie, Fort Wayne and some other 
shops of lesser importance. This makes 
a total property investment of $136,508,- 
330, of which $92,468,175, or 67%, have 
been written off or carried to “General 
Plant Reserve,” leaving only $44,040,154 
as the net book value. “Patterns” and 
“Furniture and Fixtures” are marked 
down to $1 each, though they represent 
about $5,000,000 actual expenditure. 

The average yearly plant expenditure 
has been about $5,500,000, but in the past 
three years about $52,744,000 has been 
devoted to this purpose. Write-offs have 
left only $6,476,000 as added to the book 


value, however. We find that General 
Electric thus emerges from the war 
period with a greatly enhanced capacity. 

Another fact to be recognized in this 
connection is that the profits of 1917 
and 1918 are determined after deduction 
of these extraordinarily heavy reserves 
and represent a modest statement of what 
the company actually accomplished for 
its stockholders. It is unusual to find a 
property account in a corporate balance 
sheet which so truly reflects actual cost, 
less depreciation and obsolescence. It is 
more unusual still to find one where these 
write-offs are applied to give so ultra 
conservative a net figure. 


Stability of Business 

General Electric’s sales fluctuate but 
little from year to year. The great 
consumers of electrical goods are both 
directly and indirectly public utilities 
who must buy for themselves motors, 
generators, switchboards, transformers 
and the numerous other pieces of elec- 
trical mechanism which go to make up 
traction, power, and electric lighting 
properties. They likewise purchase 
lamps, motors, fans, etc., for resale to 
their own customers. The almost con- 
tinuously upward trend of the business 
of utilities forces them to add to their 
facilities practically without interruption. 
Though they are considerably affected in 
certain lines of goods, electrical manu- 
facturers have somewhat less to fear 
from periods of depression than the gen- 
eral run of industrial concerns. There 
is no apparent reason to believe that the 
possibilities of the electrical field have 
been anywhere near fully exploited as 
yet. The growth of the big manufactur- 
ers seems certain to continue with only 
minor setbacks for some time to come. 

Not only have sales increased from 
$70,383,854 in 1910 to $216,815,277 in 
1918, but the company has been able to 
so adjust its selling prices as to keep its 
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manufacturing profit within from 9.1% 
to 14.73%. The enormous jump in sales 
during the war period is of course due in 
large part to higher prices and the actual 
output probably represents but little more 
than the normal pre-war growth of de- 


mand. 
GENERAL ELECTRIC 
‘1? 








— 
90‘ ‘2 'B 


Millions of Dollars. 


Range of Stock Prices. 


“mins y so Te 

* To Moy 12. Ww 
— 

The company has an important source 
of revenue in its “Other Income” ac- 
count, derived from interest and discount 
and increase in value of securities owned. 
This income amounts to nearly 4% on 
the stock. Among the subsidiaries whose 
dividends appear in this account are the 
Electrical Securities Corporation and 
the Electric Bond and Share Company, 
successful public utility holding com- 
panies. All of the securities owned are 
carried at $40,830,213 which about co- 
incides with a capitalization at 5% of 
the income derived from them. 
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Working Capital 

The third item of importance be- 
hind General Electric’s $39,312,000 bonds 
and $115,874,800 capital stock — the 
net working capital—has long been 
exceptionally strong. From a figure of 
$60,466,229 in 1911 it has expanded to 
$152,882,649 in 1918. The extraordinary 
cost of goods carried in inventories and 
the large volume of business have caused 
a great expansion in both current assets 
and liabilities, so that whereas they stood 
at over ten to one in 1911, last year they 
were about seven to one, and if we add 
in to current liabilities the notes due in 
1919 and 1920, a government loan, and 
advance payments on contracts, as fol- 
lows, we find the ratio nearer two to 
one: 
Current assets 
Current liabilities... .$27,416,083 
Government loan.... 1,500,000 


Advance payments... 22,336,551 
Notes payable 25,000,000 76,252,634 


Balance $104,046,098 


It is likely that the large plant addi- 
tions of the last few years will make less 


$180,298,732 


expansion necessary for a time and a 
readjustment of prices may reduce in- 


ventories. The above relationship, al- 
ready amply strong, may be expected to 
improve, therefore, with the aid of un- 
divided profits. 

The book value of the stock is $146 
per share. The practice of marking 
down the physical property to a bed rock 
valuation undoubtedly has resulted in 
establishing a figure below that which 
would result from an exact appraisal and 
there is little doubt that the actual asset 
value of the stock is fully up to the 
current quotation of 163. 

Earning Power 

From 1910 to 1915 inclusive earnings 
for the stock ranged between 11.12% 
(1914) and 16.69% (1910). With due 
regard to the miserable character of man- 
ufacturing profits of 1914 and 1915 for 
American industry as a whole, one can 
not but be impressed by the even tenor 
of General Electric’s showing for the 
period. In 1916 profits reached 18.31% ; 
in 1917, 26.5%; and in 1918, 14.7%. 
The income account for 1917 and 1918 
is shown in the following table: 





THE MAGAZINE OF WALL STREET 


INCOME ACCOUNT 


; 1918 1917 

Sales billed $216,815,278 $196,926,318 
Operating profit.. 28,375,756 29,004,540 
Other income 4,512,290 


$33,516,830 





Total income... $32,982,071 
Interest 
5,500,000 


$26,903,828 
9,135,726 


$17,768,102 





Net income 


No $17,104,978 
Dividends (cash). 


9,165,622 


$7,939,356 
Income Account 


It may be noted that the 1917 and 1918 
profits would be practically identical but 
for the difference in federal taxes. Taxes 
absorbed about 5.5% on the stock in 
1917, and about 11% in 1918. 

On December 31st, 1918, General Elec- 
tric had unfilled orders of $80,000,000, 
after cancellation of $30,000,000 govern- 
ment business. During the first quarter 
of 1919 the rate of new orders gradually 
improved, and it is understood that book- 
ings are now at the annual rate of about 
$160,000,000. It would appear therefore 
that the sales of 1919 will be $160,000,000 
as an absolute minimum, barring strikes 
or similar unforeseen circumstances. If 
we may judge by the company’s past 
experience, the manufacturing profit 
will be at least 10%, or $16,000,000. Add 
to this other income of $4,600,000 and 
we have: 


Total income 
Interest and discount 





Balance for stock and taxes. 
*Rate on stock 


* On average amount outstanding. 

Profits may easily run up to 20% and 
though federal taxes will take their toll, 
there is apparently little likelihood of 
failure to earn the 8% in cash and 4% in 
stock inaugurated in 1918. This return 
is equivalent to 9% on the present selling 
price of the stock and the cash alone 
returns 5%. 

The dividend record of General Elec- 
tric is quite unique. Up to 1899 no 
profits were distributed. In that year 
3% was paid; in 1900, 614%; in 1901, 
9%. Since that time there has never 
been a deviation in the cash rate of 8%. 
In 1902, 66-2/3% was paid in stock and 
in 1913, 30%. The policy of making 


1,113,002- 


occasional large stock distributions has 
apparently given way to one of spreading 
out the distributions as evenly as condi- 
tions make advisable. This has the ad- 
vantage of giving the stockholders the 
benefit of large profits without drawing 
heavily upon the cash account during a 
period when the demands upon current 
funds have been very heavy. Even were 
the present stock distribution discontin- 
ued, it would apparently be only a matter 
of time when some extra benefits would 
again be forthcoming. 

The owner of 100 shares in 1900 has 
had his holdings increased to about 230 
shares at present, returning $1,840 annu- 
ally in cash against the original $800. 
He has had rights on several occasions, 
moreover, making General Electric a 
very profitable permanent investment. 
Even were the future to bring somewhat 
less than the past in the way of extra 
dividends and rights, the stock would 
constitute an excellent investment pur- 
chase at its present figure. 

Moderate Fluctuations of the Stock 

No less stable than the company’s 
profits are the quotations for its stock. 
Not once in the past ten years has it 
fallen below 111 nor climbed above 189, 
a range of 78 points. If we go back 
through the quotations of this period we 
find that in seven years the high mark 
has exceeded the current quotation. In 
every one of them, however, the low 
point has fallen below it. From the per- 
manent investment standpoint one must 
remember that these quotations of past 
years take no account of the extra stock 
dividends and rights which have accrued 
to holders. But from the standpoint of 
immediate prospect of appreciation, one 
must take a somewhat different point of 
view. I do not mean that it is unlikely 
that General Electric will go higher if 
the spectacular market of recent weeks 
is to continue. None the less, if the rec- 
ord of the ten-year period means any- 
thing, there is little reason to urge 
immediate purchase except, as stated, for 
purely investment purposes. On its an- 
nual dips of from fifteen to sixty points 
below the high point of the previous 
year, General Electric is one of the very 
safest of speculations and best of invest- 
ments that the whole stock list affords. 





The Rise In Steel Foundries 


By HENRY FRANKLIN 


Company’s Capital Re-adjustment—Acquisition of Griffin 
Wheel—Assets Behind Common—Prospects 


stances where industrial stocks, 

and particularly stocks representing 
the steel companies, have reached their 
high prices tor all time during 1919. 
One of those rare instances is found in 
the case of the American Steel Foundries 
Co. shares, which on May 1 touched 
109%. The high price in 1916 was 73, 
and in 1915 744. 

There are a number of reasons to ac- 
count for the rise of Steel Foundries 
shares and for the increased interest in 
the company’s affairs. In 1915, the stock 
paid no dividends, and in the year fol- 
lowing only 14% was disbursed. Then 
in 1917 the stock was placed upon a 6% 
basis, followed by an increase to a 7% 
rate in 1918. In addition, extra divi- 
dends of 244% payable in Liberty Bonds 
were paid last year. The increase to the 
current 8% rate came in March of this 
year with a quarterly declaration of 2%. 

In the three years ended December 31, 
1918, the company earned a total of 
$63.77 a share upon the outstanding 
stock, and paid out in dividends during 
that period only $16.75 a share, of which 
2%% per share was in Liberty Bonds. 
This would leave a surplus of about $47 
a share added to the equities back of the 
stock. 


F's: and far between are the in- 


Capital Readjustment 


To understand correctly the present 
position of Steel Foundries, it is quite 
necessary to become familiar with the 
recent readjustment of capitalization, 
which affected the number of shares of 
common stock outstanding, but which 
did not change the total par or nominal 
value of the share capitalization. This 
change or readjustment was favorably 
voted upon by stockholders at a special 
meeting held on April 22. What hap- 
pened was this. The company has had 
outstanding $17,184,000 stock, all of one 
class, shares having a par value of $100. 
At the special meeting the certificate of 


incorporation was amended so that total 
capitalization was increased from $17,- 
184,000 to $42,184,000, to consist of $25,- 
000,000 7% cumulative non-voting pre- 
ferred stock with $100 par value, and 
515,120 shares of common stock, each 
share having a par value of $331/3. In 
other words, for each share of old com- 
mon stock having a par value of $100 
there was issued three shares with a par 
value of $331/3 a share. To date no 
preferred stock is outstanding, but it is 
likely that there will be some sold in the 
near future. 

At the time the capital readjustment 
was announced it was stated that the 


- STEEL FOUNDRIES. 


*To 14. wy 


main purpose in providing for the issu- 
ance of preferred stock was to furnish 
the company with a medium to be used 
in acquiring new businesses, which would 
be of aid to Steel Foundries in stabilizing 
earnings. At the same time, President 
Lamont said, that it was hoped that the 
smaller units of common stock would en- 
courage the buying of the shares by small 
investors and by employees. 
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Acquisition of Griffin Wheel 


The first step toward carrying out the 
plans to acquire control of a few well 
established businesses was the beginning 
of negotiations for the control of the 
Griffin Wheel Co. These negotiations 
have been somewhat protracted, as the 
Griffin Wheel Co. has been held by the 
Griffin Estate, and these interests were 
not at all anxious to dispose of their 
holdings. However, at this writing, the 
deal has been completed, and a public 
announcement may be expected shortly. 
In fact, it may come before this article 
appears in print. Elsewhere in this 
number of THE MaGaziIne oF WALL 
STREET will be found details of the oper- 
ations of the Griffin Wheel Co., and 
some explanation of the status of that 
company. Suffice to say here, that Amer- 
ican Steel Foundries will have a valuable 
asset, and a business stabilizer of no little 
importance. 


TABLE I—AMERICAN STEEL FOUN- 
DRIES—EARNINGS RECORD 

Per Share 

Net Income Farned 
$777,756 $4.53 
1,033,592 6.01 
*231,481 aes 
*219,574 
3,418,057 
5,187,839 
2,351,727 





Gross Sales 

$14,319,572 
17,425,941 
11,125,091 
10,024,870 
31,361,006 
49,369,584 
49,113,098 


Dec. 31 

. ) 
1914.... 
1915.... 
1916.... 
1917.... 
1918.... 


19.89 
30.19 
13.69 





To finance the acquisition of Griffin 
Wheel, American Steel Foundries is ex- 
pected to sell a block of the recently au- 
thorized 7% preferred stock. The earn- 
ings of the Griffin Co. are more than 
enough to cover the dividends on the 
block of Steel Foundries preferred, 
which it will be necessary to offer, so 
that the effect will not be to remove Steel 
Foundries common further away from 
net profits, but, on the other hand, the 
normal revenues of Griffin should be 
large enough to add to the surplus for 
those junior shares. 

In further explanation of the Steel 
Foundries readjustment, it may be point- 
ed out that in 1908 the net worth of the 
company was placed at $17,184,000. 
Since then over $2,000,000 has been 
spent on fixed property, and plant capac- 
ity has been increased 30%. Bonds to 
the amount of $3,398,914 have been paid 
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off, working capital has been increased 
from $4,799,546 to $10,547,594—all re- 
sulting in an increase in net worth of 
about $13,000,000. The undivided sur- 
plus has increased $7,182,846. 

In an accompanying table is shown 
the earnings record of Steel Foundries, 
which concretely illustrates the prosperity 
of the last three years. Prior to the war 
period, while the earnings record was 
rather erratic, there were some encour- 
aging spots. Naturally, the condition of 
the railroads has much to do with the 
volume of business done. 

Earnings 

Earnings reported for the first quarter 
of 1919 were most encouraging. Net 
profits totaled $1,294,130 for that period, 
after all deductions, including a charge 
of $570,000 for excess profits and income 
taxes. Dividends at the rate of 8% on 
$17,184,000 common stock would require 
$1,374,720 yearly, so that the earnings 
for the first quarter did not fall far short 
of covering the annual dividend require- 
ments at the current rate of payments. 

Since the change in the par value of 
the common stock, there has been consid- 
erable conjecture as to the dividend rate 
that would be placed upon the shares. 
The next quarterly dividend is due to be 
paid the last of June, and there is excel- 
lent authority for the statement that at 
that time a quarterly payment of 75 cents 
a share will be ordered, or an annual rate 
of $3. In effect this will be an increase 
of $1 a year in the rate, and will require 
$1,546,560 to: satisfy. Even at the in- 
creased rate profits of the first three 
months of 1919 were only $200,000 short 
of covering the full year’s requirements. 

At the end of 1918 Steel Foundries 
showed a working capital of $10,547,594. 
While inventories were rather large, that 
item standing at $6,379,047; on Decem- 
ber 31, 1917, inventories were $7,352,- 
854, indicating a writing down that had 
its effect upon earnings for 1918, and 
made the results smaller than had been 
anticipated. Despite that the wisdom of 
slicing the inventory account is apparent, 
and requires little comment. The growth 
of working capital is indicated in table II. 

Even more interesting than the balance 
sheet at the end of 1918 is the exhibit of 
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the company as of March 31, 1919. As 
of December 31, 1918, cash on hand was 
$382,535, whereas three months later it 
was $1,163,957. The inventory account 
had shrunk from $6,379,047 to $4,799,- 
841. Current liabilities totaled $4,633,- 
145 on December 31, including the re- 
serve for Government taxes, and on 
March 31 this total was $3,340,639, in- 
cluding the tax reserve. Included among 
current assets on March 31 was an item 
of $1,536,735, representing miscellaneous 
securities. Of this total, about $900,000 
was in Liberty Bonds, and about $466,000 
in United Kingdom of Great Britain and 
Ireland short term notes. There is little 
question about the liquid character of 
such assets as those. 


Book Value of Stocks 


It may be figured that the net current 
assets are equivalent to about $22 a share 





TABLE II—AMERICAN STEEL FOUN- 
DRIES—WORKING CAPITAL 
Dec. 31 
$5,135,363 





on the common stock, while plant value 
is equal to $40 a share, making a total 
of $62 a share, or about $27 more than 
the current market quotations. 


The bonded debt of American Steel 
Foundries totals only $1,372,000, consist- 
ing of the debenture 4s due February 1, 
1923. That is really an inconsequential 
total, and it may be reasonable to predict 
that before the maturity date the issue 
will be fully retired. It would seem as if 
the credit position of the company is al- 
together strong enough to make the sale 
of preferred stock easily accomplished. 
And it should be borne in mind that the 
main purpose in selling additional stock 
is to acquire a going business with an es- 
tablished character and earning power, 
which will not impose any burden upon 
the credit structure of Steel Foundries. 
It is altogether possible that acquisitions 
of other concerns will not stop with the 


purchase of control of Griffin Wheel. 
The Bettendorf Axle Co. has been men- 
tioned as another possibility. But if the 
Steel Foundries management sticks to the 
announced intention no properties will 
be acquired which have not a reasonable 
earning power, and which will pay for 
themselves in the way of surplus earn- 
ings to be brought to Steel Foundries. It 
is known that Steel Foundries has rather 
close relations with the American Brake 
Shoe & Foundry Co. and it is indirectly 
intimated that eventually relations be- 
tween the two companies will be closer 
than they are at present. 


Current Operations 


It would be too much to say that plants 
of the company are now working full 
time. Like most of the industrial plants 
of the country, they have felt the let 
down in business which followed the 
ending of hostilities, and the cessation of 
_war business. However, the company 


was able to close up war contracts in 
good shape, and to make preparations 
for normal business without strain. 


Naturally a satisfactory solution of the 
railroad situation would make the out- 
look for business of the company assured. 
With the buying power of the carriers at 
a minimum, and with the clouds of uncer- 
tainty and confusion that surround the 
railroad outlook, manufacturers like Steel 
.Foundries Co., who cater mainly to the 
transportation systems, have no reliable 
gauge with which to measure the imme- 
diate future. If the next Congress de- 
velops rail legislation, or at least clears 
up the financial murk, the country may 
expect to see @ resumption of the pur- 
chase of railroad materials and supplies, 
and place concerns like Steel Foundries 
in a position to enter the peace period 
with some degree of confidence, and 
promise of decent earnings. 


In the meantime, Steel Foundries com- 
mon selling around 35 has a total asset 
value of $62 a share, and if the dividend 
rate is to be $3, will yield better than 8% 
upon the purchase. While the stock may 
not be out of the speculative stage, its 
possibilities are not exhausted, and it 
seems to be in a position where it will 
pay to watch developments closely. 





A Profitable Switch—From Saint Paul 
At 41 Into Big Four At 43 


By BENJAMIN GRAHAM 


Jnterrupted, but Definite, Progress Compared with Steady 
Decline—Big Four’s Disaster and Come-Back—The 
Puget Sound Illusion—Dividend Prospects 


BCOMMENDING exchanges is a 
delicate and highly responsible task. 
It is not enough merely to prefer 
issue A to issue B—as would suffice in 
selecting an original investment. The 
“switch specialist” requires a higher order 
of zeal and more thoroughgoing convic- 
tions. For he must first overcome the 
proverbial inertia o fthe investor; he 
must next conquer the equally famed dis- 
inclination to sell at a loss; and finally 
he must be prepared for the severest 
kind of criticism if by any chance his 
advice turns out unprofitably. Holders 
of Saint Paul common should realize, 
therefore, that the suggestion that they 
switch into Big Four (regardless of what 
the former cost them) is not made off- 
hand, but is based upon careful analysis 
—as should appear from what follows. 
Status Under Government Operation. 
Readers who have followed the reports 
of the railroads under Federal control are 
doubtless aware that Cleveland, Cincin- 
nati, Chicago and St. Louis (“Big Four’’) 
is one of the few lines that has actually 
earned a surplus above the guaranteed 
rental. It is likewise well known that 
among the many poor exhibits made by 
other roads, that of Chitago, Milwaukee 
and Saint Paul stands out as expectional- 
ly discouraging. Table I makes clear that 
the actual earnings of Big Four were 
equivalent to fully $20 per share on com- 
mon—by all odds the best record of all 
the standard issues. But Saint Paul en- 
joys exactly the opposite distinction, re- 
turning a deficit equal to no less than 
$18.60 per share of common stock. 
Although both the loss and the gain 
in these cases accrue to the Government, 
the impending return to private owner- 
ship makes the actual results for 1918 
of great interest to the shareholders. But 
passing on to the question of guaranteed 


compensation—a point of immediate im- 
portance—we note that Big Four’s rental 
amounts to over $10 per share of common 
stock, against only $2.20 for St. Paul. 
In fact, the surplus available for St. Paul 
stockholders in 1918 was less than the 
Preferred dividend requirements, because 
of the deduction of $4,400,000 for ex- 
penses accrued prior to January 1, 1918, 
(though this should properly be regarded 
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ca) 
as a charge against profit and loss in- 
stead of 1918 income). 

From the standpoint of operating re- 
sults and guaranteed earnings, the status 
of Big Four common is evidently far 
more fortunate than that of St. Paul. 
But before asserting definitely the ad- 
visability of this exchange, it is necessary 
to determine whether Big Four’s ad- 
vantage is due to temporary develop- 
ments or to underlying and permanent 
causes. 
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A PROFITABLE SWITCH 


In a general way, the relation of these 
systems is quite similar to that of B. & O. 
and C. & O., discussed in the Feb. 15 
issue. Here again the larger road has 
been gradually losing its market prefer- 
ence, until finally Big Four has crossed 
St. Paul, just as Chesapeake crossed Bal- 
timore and Ohio. (See graph.) In the 
latter case, the explanation of C. & O.’s 
ascendancy could easily be found in the 
steady progress of this road and the 
equally continuous decline of the other. 
The present comparison is complicated, 
however, by the apparently checkered 
career of Big Four, which has given it 
the general reputation of an unreliable 
and speculative enterprise. 


Big Four’s Misfortune. 


But we must distinguish between the 
accidental and the fundamental. In 
March and April, 1913, the Ohio River 
flood overwhelmed the company’s prop- 
erty, causing heavy damages which were 
not finally repaired until the end of the 
following year. The direct result was a 


net loss after charges aggregating $,- 
600,000 in 1913 and 1914. The Profit 
and Loss surplus of $2,500,000 was 


changed into a deficit of the same 
amount; notes payable increased $5,000,- 
000; and preferred dividends were sus- 
pended. 

This catastrophe dealt a heavy blow to 
the company’s credit, from which its 
securities have been slow to recover— 
despite the radical improvement in its 
operating results. If the very abnormal 
years of 1913 and 1914 are, therefore, 
disregarded, it transpires that Big Four 
has really been making continuous and 
substantial progress since 1911. This 
fact is brought out by the graph showing 
how many times fixed charges were cov- 
ered and how much was earned on the 
common stock in the period 1910-1917. 
As in the case of C. & O., rising expenses 
in 1917 made that year’s exhibit some- 
what less favorable than the record show- 
ing of 1916. 

The full extent of Big Four’s improve- 
ment since 1910 is evident from Table 2 
which indicates that in eight years net 
earnings have doubled while charges in- 
creased less than 50%. (The writer pre- 
fers to compute fixed charges on a net 


223 


basis—i. e., bond interest plus or minus 
the net balance of miscellaneous income 
and deductions). These charges are now 
being earned more than twice over (a 
comfortable margin) and the earnings on 
the common have jumped from $2 to $10 
per share. 


St. Paul’s showing for these eight years 
is very different. It is true that gross 
has increased over 75%, against 73% for 
Big Four. But this advantage is due 
solely to the much larger expansion in 
mileage. In fact, the revenues per mile 
have grown only 28%, against 43% in the 
case of Big Four. The progress in net is 
much less satisfactory. In 1912, St. 
Paul’s ton-mile rate averaged 84 cents 
against only 55 cents for Big Four. Of 
course, the Railroad Commissions found 
St. Paul an easy victim, so that by 1917 
the average had fallen to 76 cents, while 
Big Four’s had risen slightly to 57 cents, 
Since St. Paul, despite its better oppor- 
tunities, could make but little headway 
against Big Four’s heavier train-load, the 
natural result was a much larger increase 
in the latter’s train mile earnings—the 
basis of operating results. To this must 
be ascribed the more rapid growth of St. 
Paul’s transportation expenses. 

But by far the most significant and 
disquieting feature of St. Paul’s exhibit 
is the extraordinary growth of fixed 
charges in recent years. In 1910, “Other 
Income” exceeded deductions by $1,156,- 
000; in 1917 there was a balance in 
the other direction of fully $17,500,000. 
What has been going on in St. Paul? 
The writer’s analysis of a somewhat 
similar situation in B. & O. traced the 
root of the trouble to the disastrous C., 
H. & D. investment. St. Paul likewise 
has its white elephant—in the shape of 
its Pacific, or Puget Sound, extension. 


A Popular Illusion. 


Wall Street has a beautiful collection 
of very ancient and often very incorrect 
traditions. If a few years ago you were 
to inquire why St. Paul sold so high 
despite the low earnings per share, you 
were sure to get this reply: “Of course, 
St. Paul’s earnings have suffered tempo- 
rarily by the opening up of its new 
Puget Sound extension, but after the de- 
velopment period is over, its profits will 
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be much larger than before.” This 
sounded very plausible, but— 

If you take the trouble to analyze 
the exceedingly intricate account cover- 
ing the construction and initial operation 
of the new line, you will find exactly the 
opposite condition to obtain. Instead of 
the Puget Sound extension’s being tempo- 
rarily a burden but eventually very profit- 
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able; in reality, it was temporarily very 
profitable but eventually a permanent and 
exceedingly heavy handicap. 

The many who will immediately ques- 
tion this statement are first referred to 
Table 5, which shows how the Puget 
Sound extension swelled the company’s 
capitalization. In 1906—the year before 
work on the new line was started—St. 
Paul’s total capitalization averaged only 
$30,000 per mile, and the charges ahead 
of the common only $862 per mile. In 
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1913, when the Puget Sound branch was 
merged with the parent company, there 
had been addel 2,344 miles to property 
and $279,000,000 to capitalization—i. e., 
$120,000 per mile. (This certainly is rem- 
iniscent of the C.. H. & D!) The Pa- 
cific extensiofi itself was taken over at 
a net cost of $176,000,000—over $85,000 
per mile. The charges ahead of the com- 
mon accordingly jumped to $1,990 per 
mile, an increase of 131%, although gross 
per mile had risen only 23%, 

Various factors conspired to obscure 
the real significance of this enormous 
capital expansion. As was stated above, 
in its first years the Puget Sound exten- 
sion showed large book profits. This 
may not appear so strange when it is re- 
called that a new line obtains much busi- 
ness by transporting its own construction 
material, and furthermore has very 
small maintenance requirements. Hence 
it appears that in 1912 the Pacific line’s 
gross per mile was only $567 less than 
that of St. Paul proper, and its net was 
fully $1,130 greater. All the profits of 
the new branch were included in St. 
Paul’s statement under the head of “Oth- 
er Income” which in 1911 amounted to 
$12,075,000 and greatly exceeded interest 
and other charges. 

At the time of the merger in 1913, the 
abnormally low operating expenses of the 
Puget Sound extension were already 
commencing to increase. Due, however, 
to the unprecedented traffic offered in 
1913, the system was able to make a 
deceptively favorable showing for the 
first year of combined operations. But 
the subsequent growth in business has 
been slow, and the steadily mounting in- 
terest charges have cut heavily into the 
balance available for dividends. 


Contributing Factors. 


Since 1913, St. Paul has suffered not 
only from its rapidly increasing funded 
debt, but also from a sharp decline in its 
miscellaneous income, which has fallen 
off fully $2,000,000. This development 
is due partly to the loss of interest be- 
cause of decreasing bank balances, but 
chiefly to the fact that certain subsidiaries 
no longer pay interest on the large sums 
advanced by St. Paul. To make matters 
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worse, hire of equipment and miscel- 
laneous deductions now require a million 
dollars more. Here, then, is a reduction 
of $3,000,000 (or nearly $3 per share) 
in the profits applicable to dividends, in 
addition to the $5,000,000 expansion in 
bond interest. 

After carefully analyzing the develop- 
ment of St. Paul since 1906, the writer is 
forced to the conclusion that the system’s 
troubles are not temporary, but organic 
and permanent. The belief that the 
Puget Sound extension will in a few 
years return a large profit on the invest- 
ment has no foundation in fact, because 
the cost of this addition is entirely too 
heavy for the territory it serves. In fact, 
St. Paul’s gross per mile is even now 
larger than that of Great Northern, and 
there is no more reason to expect a rapid 
expansion of traffic in one system than in 
the other. Furthermore, St. Paul has 


the unenviable distinction of spending 
less on its roadbed and more for trans- 
portation than any system in the North- 
west. The comparative figures for main- 
tenance of way (in Table 3) show how 


far St. Paul ranks below a similar road 
in this respect, whereas Big Four’s show- 
ing is fully as good as the average. 


Dividend Status. 


Taking up again the comparative mer- 
its of Big Four, it should now be evident 
that its troubles have been much less 
serious than St. Paul’s and its present 
condition far more fortunate. Although 
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neither company pays common dividends 
at present, Big Four has good prospects 
while St. Paul has none. While the last 
report shows the former road to be by no 
means over-strong in cash, there has been 
a gratifying improvement since the heavy 
drain caused by the flood. The large 
earnings now being retained in the treas- 
ury should very soon result in the re- 
sumption of common dividends. (The 
preferred has received regular payments 
since 1916.) St. Paul, on the contrary, 
reports a continuous impairment of its 
once so affluent cash position. The 1918 
report admits that even preferred divi- 
dends are out of the question, and the 
writer believes that the common stock 
holders have a long and weary wait be- 
fore they receive another distribution. 

Despite the drastic decline in St. Paul 
common, it may be doubted if the market 
has fully realized how complete has been 
this property’s fall from grace just as it 
has been slow to reflect the remarkable 
improvement in Big Four’s operating re- 
sults and financial conditions. Instead of 
idly dreaming of vanished glories or 
clinging to their stock with the blind 
apathy of despair, holders of St. Paul 
common should save what they can from 
the ruins, and transfer their interest into 
a road with a future as well as a past. 
As time goes on the difference in value 
between Big Four and Saint Paul will 
be more fully expressed by their market 
price—and the spread should then be 
more than two points! 





THRIFTOGRAMS BY 


Keep pegging away. 

Answer with facts, not arguments. 

Get ready and the chance will come. 

We all like the man who “sticks through 
thick and thin.” 

The value of life is to improve one’s con- 
lition. 

Nothing is so local as not to be of some 
general benefit. 

May the vast future not have to lament 
that you neglected it. 

Shall he who cannot do much be for that 
reason excused if he do nothing? : ; 
When an occasion is piled high with diffi- 
culty, we must rise to the occasion. 


ABRAHAM LINCOLN 

What is it that we hold most dear? Our 
liberty and prosperity. 

Be a patriot! Don’t mar the immortal em- 
blem of humanity, the Declaration of Inde- 
pendence. 

Every blade of grass is a study, and to pro- 
duce two where there was but one is both a 
profit and a pleasure. 

The hired laborer of yesterday labors on 
his own account today and will hire others to 
labor for him tomorrow. 

Teach economy—that is one of the first and 
highest virtues. It begins with saving money. 





Western Investment Outlook 
Cheerful 


More Optimistic Than the East—Banks in Good Position 
After Victory Loan—Chicago Finanical 
Notes 
By Our Chicago Correspondent 


HE feeling in investment houses is 
now more cheerful than it has 
been at any time in the last two 

years. With the victory loan successfully 
out of the way and no other depressing 
influence of the same kind hanging over 
the market, with financial conditions easy 
and many new issues of exceptional at- 
tractiveness about to make their appear- 
ance, with shelves virtually bare and the 
public eager to buy, the investment 
banker whose outlook is not roseate 
would be a fit subject for medical atten- 
tion. 


More Bullish Than the East 


The West undoubtedly is more bullish 
than the East, and has been all through 


this year’s great upswing, because crop 
prospects are more apparent here, and in- 
dustrial troubles less obtrusive than in 
the East. It is true that optimists of all 
sections have shown an inclination to look 
somewhat askance at the stock market, 
but a broader and more active market is 
looked for, and more confidence in manu- 
facturing and merchandising business is 
expected to be manifested after the peace 
document has been signed. 

In its May circular the National Bank 
of the Republic sums up the situation in 
an interesting way. According to officials 
of this institution, the keynote of business 
dealings is still uncertainty, but uncertain- 
ty which has recently become tempered 
by optimism. The larger developments 
must wait upon the signing of the peace 
treaty. In the meantime there are dis- 
cerned valid reasons for expecting a re- 
newed and prolonged prosperity. War 
expenditures are subsiding slowly. War 
contracts are being canceled and adjust- 
ed rapidly enough to lighten appreciably 
the volume of commercial loans carried 
against war orders. The labor surplus is 
being re-assimilated and, despite rapid 


demobilization of the Army, grows no 
‘arger. Prices, in the opinion of many 
observers, have almost reached a stable 
level. Finally, the unexpectedly small 
offerings of the Fifth and last Liberty 
Loan was a distinct relief. Restrictions 
of demand for commodities and manu- 
factured goods because of the price situ- 
ation is still the serious factor to be con- 
tended with. 
Success of Victory Loan 

While subscriptions to the Victory 
Liberty Loan did not come in as rapidly 
as they should have during the first two 
weeks of the campaign, the windup was 
a grand success and it was gratifying to 
find during the final period that the 
money market continued fairly comfort- 
able. Recent heavy rediscounting at the 
Federal Reserve Bank of Chicago repre- 
sents borrowing by eastern and southern 
portions of the Seventh Federal Reserve 
District, where over-subscriptions to the 
Fourth Liberty Loan may have been ex- 
cessive. 


Banks in Good Position 


Chicago banks find thmselves in better 
position after the fifth war loan than at 
any other time since heavy government 
buying began. At the time of the first 
liberty offering bankers had some misgiv- 
ings about the effect on savings accounts 
of repeated government issues at gradu- 
ally increasing interest rates, but they got 
over this feeling long ago. Four Liberty 
Loans failed to make a dent in the total 
savings deposits, and the Victory Notes, 
while the most attractive of all, and offer- 
ing the greatest incentive for a with- 
drawal of savings, have proved no excep- 
tion to the rule. The long time allowed 
for payment is probably the reason for 
this, as it makes it easier for the buyer to 
pay for his subscriptions out of current 
earnings. 
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WESTERN INVESTMENT OUTLOOK CHEERFUL 


Money conditions are very comfort- 
able, but there has been no change in 
rates. The banks were able to reduce their 
ndebtedness at the Federal Reserve Bank 
luring the week gf May 5 by about $13,- 
000,000 and the current demand for 
loans is not heavy. These conditions are 
likely to prevail until the period of liqui- 
dation of heavy war inventories is passed 
ind there is a marked resumption of in- 
lustrial activity. There are some bank- 
ers who would not be surprised to see a 
+4 per cent money rate before this turn 
comes about; but the likelihood is not 
strong enough to form the basis of a pre- 
diction. At present the range of com- 
nercial paper is from 5 to 5% per cent, 
with the bulk of the business done at 5% 
per cent and the tendency toward 5 rather 
than 5% per cent. Collateral loans are 
made at 5% per cent, as a rule, with some 
business at a little higher quotations, and 
the bulk of the accommodations over the 
counter is at 534 per cent. There is an 
outlet to the country banks for the mod- 
erate volume of commercial paper offer- 
ing, but the city banks are virtually out 
of the market. 


Big Trade Prospects 


President Merrick of the Chicago As- 
sociation of Commerce and also of the 
newly formed Mississippi Valley Asso- 
ciation, says $100,000,000 in trade awaits 
\merican business men in Mexico and, 
if Congress will adopt a course similar 
io that which is in force toward Cuba, 
Nicaragua and Santo Domingo, most of 
our problems of reconstruction will be 
solved. As a result of the recent tour 
of the Mississippi Valley business men, 
through Mexico, Chicago tank manufac- 
turers are biding on an order requiring 
payment of $1,300,000 gold. Hundreds 
of such orders are awaiting restoration 
of normal conditions south of the Rio 
Grande. Walter Parker, general secre- 
tary of the Mississippi Valley Associa- 
tion, will sail for Liverpool May 15, to 
tour England, France, Norway, Den- 
mark, Belgium, Italy, Switzerland, Port- 
ugal and Spain, explaining the facilities 
which gulf ports of America offer for 
world trade. 

Harry H. Garver, chairman of the for- 
eign trade committee of the Chicago As- 
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sociation of Commerce, left May 12 for 
Mexico City to establish the recently an- 
nounced Mexican branch of the organi- 
zation. Mr. Garver took with him speci- 
fications for 1,000 tank cars which the 
Mexican government wishes to buy in 
the Chicago district and also the names 
of 150 Chicago firms that wish to do 
business in Mexico. 


Mr. Garver is of the belief that the 
opening of the Mexican branch will be 
one of the most constructive moves the 
Chicago Association of Commerce has 
ever made, and that it will make Chicago 
the first city of the United States to ob- 
tain commercial representation as a com- 
munity in a foreign country. This 
branch of the association undoubtedly 
will bring many millions of dollars worth 
of business to the Chicago district and 
will also enable manufacturers to buy 
raw materials from Mexico much more 
cheaply and intelligently than heretofore. 
It is hoped and believed, too, that this 
branch office will be of great value in ce- 
menting national friendship between 
Mexico and the United States, for it will 
greatly stimulate the flow of commerce 
between the two countries. 


Part of the duties of the branch office 
of the Association of Commerce will be 
to furnish reliable credit information to 
Chicago district firms doing business in 
the southern republic and to assist them 
in appointing Mexican representatives. 
The office will be in charge of a person 
thoroughly familiar with business condi- 
tions south of the border, one who speaks 
both English and Spanish fluently. 


The Chicago Association of Commerce 
is working out a selling plan which it be- 
lieves will do much to increase American 


trade with Mexico. Features of this 
scheme include payment of 10 per cent 
of purchase price with order by Mexican 
buyers, the remainder to be paid at the 
border against documents. As through 
bills of lading from the United States to 
interior points of Mexico cannot be ob- 
tained at present, it is considered impos- 
sible now to grant general credit on ac- 
ceptances. However, the Association 
hopes later on to bring about co-operation 
between the state-owned railroad system 
of Mexico and the state-controlled lines 
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of the United States in order that through 

bills of lading may be issued from each 

country to any point in the other. 
Painting of Orson Smith 

The painting of Orson Smith, chair- 
man of the board of the Merchants’ 
Loan and Trust Company, which was re- 
cently completed by Louis Betts, was 
formally turned over to the Chicago 
Clearing House Association at a luncheon 
given in honor of Mr. Smith by the asso- 
ciation at the Blackstone hotel a few days 
ago. The picture was unveiled by James 
B. Forgan, chairman of the clearing 
house committee. It will be hung in the 
association’s assembly room to commem- 
orate Mr. Smith’s forty-six continuous 
years of service as a member of the clear- 
ing house committee. All the member 
banks of the association and their affili- 
ated banks were represented at the 
luncheon. 

Edmund D. Hulbert, president of the 
Merchants’ Loan and Trust Company, re- 
turned to his desk on May 12 after a 
week’s rest at Atlantic City. He has re- 
sumed negotiations with John J. Mitchell, 
president of the Illinois Trust and Sav- 


ings Bank, on details of the merger of 


the two institutions. The transaction 
ha: reached a stage where the presidents 
of the banks can present a definite plan 
to their boards, and this probably will be 
done at meetings to be called within a 
few days. 

In order to extend additional service to 
its customers, the National Bank of the 
Republic announces the installation of a 
department of analysis and _ statistics 
which will be under the management of 
Mr. James S. Baley, lately supervising 
editor of the Shaw Banking Series. 

On the Chicago Curb 

The feature of the trading on the Chi- 
cago curb last week was the activity and 
strength in practically all motor stocks. 
Reo Motor Car, which sold early in the 
week at 27, advanced and closed with 
high sales at 32%4; Paige Detroit was 
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quoted at the close 38% to 39%, an ad- 
vance of about 5 points for the week. 
Mitchell Motors, which is traded in on 
the Chicago Stock Exchange as well as 
the curb, advanced and sold at 49. Prac- 
tically all of the activity in the local 
motors was due to rumors of wholesale 
absorption by the General Motors Com- 
pany. 

Among the implement stocks, Emerson- 
Brantingham preferred and common 
continued in good demand, the former 
selling at 9014 and the latter being quoted 
25% to 26%. The Moline first preferred 
was somewhat stronger at the close of the 
week, with sales at 98, while Deere pre- 
ferred sold at the close at 99%. There 
was little activity in the bank stocks with 
the exception of Continental and Com- 
mercial National, which was a trifle 
weaker. Among the public utility stocks, 
strength was shown in Cities Service 
common, which was quoted at the close 
of the week 370 bid, with stock offered 
for sale at 375. American Light and 
Traction common was also exceptionally 
strong, selling as high as 275 during the 
week. 

J. J. Mitchell on Texas Co. 


John J. Mitchell, president of the Il!i 
nois Trust and Savings Bank, and a di- 
rector of Texas Co., says: “The strength 
of Texas Co. stock is due to large earn- 
ings and more general appreciation of its 
real value, which has never been reflected 
in the market price. When one con- 
siders the company’s growth and devel- 
opment and prospects alongside the Stan- 
dard Oil group, its market price is away 
out of line. Texas Co. is a peace propo- 
sition and in peace times will run much 
above its large earnings of war times. 
The advance in the stock has been rapid 
and as no one cared to sell it and pay 
income tax, there has been a narrow 
market. There may be some manipula- 
tion, but not among insiders, none of 
whom, I believe, would care to sell now, 
regardless of the income tax.” 

















Trade ‘Tendencies 
As Seen By Our Trade Observer 


The average investor has neither the time nor the opportunity to follow 


developments in the various industries, although such 


developments at times 


are of vital importance in the consideration of the long range prospects for 
securities. This Department will summarize and comment upon the tenden- 
cies in the more important trades as expressed in the authoritative trade 
publications and by recognized leaders in the various industries. As the 
general tendency in a given trade is but one of many factors affecting the 
price of securities representing that industry the reader should not re- 
gard these Trade Tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving 


at a conclusion.—Editor. 


Steel 


Abandonment of Price Stabilization Starts 
Wheels Moving 


Instead of causing the slightest uneasiness, 
the break with the Railroad Administration on 
prices was hailed with a sigh of relief. Un- 
certainty, the one great deterring factor, is at 
last out of the way, and steel men almost unan- 
imously agree that the turn for the better has 
at last come. The whole stabilization plan is, 
of course, abandoned and many sound, econ 
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omic thinkers believe that this is the best thing 


that could happen to American industry under 
the circumstances. 

Representatives of the Railroad Adminis- 
tration and members of the General Committee 
of the American Iron & Steel Institute, after 
an all day meeting at the Hotel Plaza in New 
York, failed to come to an agreement. The 
steel manufacturers refuse to make any con- 
cession in prices, maintaining that wages would 
have to be reduced if this were done. The 
Railroad Administration, however, stood pat 


on the ground that the steel companies 
could make profits nearly as great as were 
made during the war period on the price 
schedule agreed upon between producers and 
the Industrial Board. Needless to say, the 
Railroad Administration’s views were attacked 
bitterly, but this branch of the Government 
stood its ground and declared that they would 
bid in the open market for rails and materials 
as they needed them. 

The Railroad Administration was not look- 
ing for favors either. It was made clear that 
the Railroad Administration did not wish to 
obtain preferential prices compared with the 


STEEL AVERAGES. 


general public. The Railroad Administration 
vigorously attacked the argument that wages 
would have to be reduced in order to cut 
prices and showed that the low cost producing 
steel companies stood to make excellent profits 
at prevailing prices and could substantially re- 
duce them and still thrive. 

Although no definite statement was made, it 
is understood that the Redfield plan will be 
entirely abandoned and that the Industrial 
Board of the Department of Commerce may 
be dissolved soon. 
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An Open Market Restored 

Since prices are no longer controlled, the 
steel market, to all intents and purposes, is a 
normal one. Steel producers, however, are so 
bound together that, with the exception of a 
few small unimportant concerns, the others in 
the trade are not likely to underquote one an- 
other seriously, nor is the market likely to be 
subject to violent swings unless something 
very exceptional happens. The combination is 
in no way in restraint of trade under the mean- 
ing of the Sherman Anti-Trust Law, since a 
definite price schedule will not be adhered to 
by agreement, although it is expected to be 
maintained by “understanding.” - 

Soon after it was known that the price 
schedule was definitely abandoned the market 
was tested and it was found that producers 
are uniformly quoting prices recently approved 
by the Industrial Board. The Navy Depart- 
ment bid for 11,000 tons of plates and 4,000 
tons of shapes for battleships and received 
practically the same quotations from all of 
the leading producers. Buyers in the Navy 
Department were not a little nonplussed and 
talked of doing all sorts of drastic things to 
get what they considered a fair bid. Among 
the things suggested was requisitioning the 
supplies, adjusting the price later (which could 
be done under the War Emergency Act), but 
it was pointed out that the Railroad Admin- 
istration’s main argument against the price 
stabilization plan was that the war emergency 
no longer existed. It would therefore be diffi- 
cult for two departments of the Government 
to take exactly opposite stands on the same 
proposition. 

The Railroad Administration is already mak- 
ing good its assertion that it will ask for com- 
petitive bids. Bids on 200,000 tons of open 
hearth rails and on 200,000 tons of Bessemer 
rails have been asked for. This action is 
looked upon as the first attempt to test out the 


market. - 
The Market’s Status 

So far not much change is noticed in the 
actual status of the market. The volume of 
transactions has not increased perceptibly and 
although the trade is receiving many more in- 
quiries than in the past six weeks, not much 
of this business is being closed. Prices have 
been shaded in very few instances and, as a 
matter of fact, some districts report small 
advances for special products. 

Some improvement is noted for building 
steel, but this lies more in sentimentality than 
in actuality. 

Without doubt the trade is more optimistic 
over the outlook than at any time since the 
armistice was signed. It is pointed out that it 
may take time for consumers to come into the 
market in volume and that investment buying 
may be delayed until it can be proven that 
further price reductions are not to be ex- 
pected this year, but with the strenghtening of 
confidence, projects of importance that were 
held in abeyance will doubtless be rapidly 
pushed. The trade takes the view that instead 
of hurting the iron and steel industry by his 
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stand, Mr. Hines has done a real service by 
ending once and for all every phase of Gov- 
ernmental interference. 

The export end is still waiting, but the out 
look has taken a definite turn for the better in 
recent weeks. The trade believes, and on good 
grounds, that the United States and Great 
Britain are in the best position to capture the 
bulk of steel business for the next year or two. 
and it should not be long before large trans- 
actions are closed from this end. 


Railroads 


The First Quarter Loss 

After deducting the rental due the rail- 
road companies for the first three months 
of the calendar year 1919, the aggregate de- 
ficit incurred amounted to the large total 
of $133,000,000. The January deficit was 
$37,830,000; February, $37,828,00 and March, 
$57,327,000. The net operating income for 
March was $10,924,000, as compared with a 
normal (by test) return for that month of 

251, While the losses in the other 
months were large, the deficit in March 
added most to the total. On top of a 
steadily declining volume of traffic, the 
March figures show a sharp decline, with 
freight traffic falling 22.02% below a year 
ago, as compared with 15.5% decline in 
February and 10% gain in January. 

Some of the figures, as shown in the re- 
port, are interesting. In March, operating 
revenues were $376,345,000, or slightly in 
excess of the amount for the previous year, 
but expenses rose to $346,770,000, or over 
22% over the corresponding period last 
year. Net revenues, therefore, amounted to 
$29,574,000, a loss of about 64%, and net 
operating revenue showed a loss of 82%%, 
or $10,924,000. 

Split up in sections, it is seen that the 
eastern roads failed to earn anything in 
March. As a matter of fact, a deficit of 
$1,283,000 was shown. Southern roads 
earned $4,489,000 and western roads $7,- 


~ 719,000. 


As an indication of the lowly state as far 
as earnings are concerned, to which our 
railroads have fallen, a comparison of 
the “three-year average” during the first 
quarter and the first quarter of 1919 is in- 
teresting. The 1915-1917 average showed 
operating revenues of $821,000,000 and in 
1919, $1,125,000,000 was shown, which left 
an increase of $304,068,000 or 37 per cent. 
Operating expenses in the three-year period 
were $569,571,000 as against $1,031,758,000 
in the first quarter of 1919, or an increase 
in 1919 of 81 per cent. In short, the ex- 
pense increase is at the rate of about $1,- 

000,000, a year, while the increase in 
revenues is at the rate of $1,200,000,000, 
with a loss of about $600,000,000 per 
annum, 

It should be remembered that the total! 
deficit last year as stupendous as it seemed 
then, only amounted to $200,000,000, against 
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a déficit in the first quarter of 1919 of al- 
most that amount. Railroad men figure 
that at the present rate the 1919 deficit will 
pass last year’s total deficit in the first half 
of the current year. 
What Railroad Administration Will Do 
In face of the continuing discouraging 
situation, it is no wonder that railroad ad- 
ministration officials are anxious for a 
speedy solution of the problem. After the 
publication of the figures of the huge 
deficit for the first quarter of 1919, Mr. 
Hines stated that despite the agitation for 
an increase in fares, he was not in favor 
of it and believed that the solution of the 
problem lay in a different direction. In 
which direction it lies is a difficult matter 
to determine, as it seems almost a hopeless 
task to overcome a situation of continually 
mounting cost against a now continually 
falling income. 
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It is now found that the original $750,- 
000,000 asked for by the Railroad Adminis- 
tration for a refunding fund will not be suf- 
ficient. Many railroad men believe, there- 
fore, that Congress will be asked for $1,- 
000,000,000 instead of $750,000,000. This ad- 
ditional sum, if obtained, will greatly re- 
lieve the situation temporarily, in that it 
will allow the proper financing and refund- 
ing of certificates of indebtedness that are 
now outstanding against the money owed 
by the Railroad Administration to the car- 
riers and to the equipment companies. 
This by no means solves the major prob- 
lem, however. 


It is obvious that the net result of the 
whole transaction will be that taxpayers 
will have to pay $2,000,000,000 outright, or 
the equivalent of that amount in increased 
fares in order to make up the deficit. It 
may have been worth itor it may not, ac- 
cording to the point of view; those up- 
holding the administration say that most of 
it can be written down as a part of the cost 
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of the war. The whole affair, nevertheless, 
proves one thing conclusively, and that is 
the Federal control experiment has ended 
in a dismal failure and is not likely to be 
repeated again. Some railroad men, taking 
the optimistic view of the situation, claim 
that in the long run the country may benefit 
greatly from the present large losses in that 
if Federal control was able to show a fair 
result, Government ownership might have 
been the outcome and, in the long run, the 
people of the United States would suffer 
much more in discomfort and financially. 
Plans for the solution of the railroad 
problem are launched thick and fast, most 
of them of merit. One thing is agreed and 
that is that the railroads should be returned 
to private management as soon as possible, 
and the Director General recommends that 
a compulsory consolidation of the roads 
into a few large competitive systems, which 
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would combine the strong lines with the 
weak, is advisable. 


Copper 
Not Much Change in Market’s Status 


Nothing has happened since the tendency 
of the copper trade was last recorded in 
these columns, and the metal still continues 
to accumulate in the hands of producers 
and their agents without the slightest stir 
on the buying side. From day to day trade 
journals and copper authorities report 
slight increases or decreases in activity, but 
these fluctuations summed up show that no 
real buying has come into the market, nor 
have there been any indications in the 
shape of substantial inquiries, etc., that a 
large buying movement may come soon. 
The only purchases that are being made 
are on a hand-to-mouth basis, since buyers 
are by no means convinced that quotations 
have touched their lowest nor seem to be 
afraid that an advance in price may come. 

Those in the trade and outside of it—for 
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that matter—realize that there are few, if 
any, copper producing companies that can 
deliver their product at 16% cents per 
pound and show a profit. On the basis of 
present curtailed production, even the larg- 
est companies report an actual cost of 15% 
cents before providing for storage, interest 
on the investment, taxes, etc. This, in most 
instances, copper men say, brings the cost 
up to between 18 and 20 cents per pound. 
It is no wonder that the copper com- 
panies think it suicidal to shade quotations 
further, despite the fact that a lowering of 
quotations may bring in a number of buy- 
ing orders that are large, just beneath the 
present market. What is the use, leading 
trade authorities say, of obtaining this 
business, when the more business handled at 
a loss means so much added to the total 
loss. It is explained that with curtailment 
of operations, costs increase. The other 
solution of the problem, namely a further 
curtailment of operations, is not regarded 
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as practical either. Further curtailment, in 
case of most of the copper companies, would 
require a complete shut down; of course, 
stopping mining operations completely is 
one way out of the present trying situation, 
but this is a serious step to take and no one 
up to the present time has been willing to 
take the lead. Nevertheless, those well 
posted in trade affairs claim that as difficult 
as this pill is to swallow, it may be the 
best course to pursue in that a complete 
cessation of mining operations for a few 
months would at least mean that there 
would be no further increase in the stock 
now on hand and a sudden buying move- 
ment would quickly absorb the surplus. 
This would mean an active demand for all 
of the metal produced on a profitable price 
basis, and while losses may be sustained at 
first, they would be quickly made up and a 
prosperous condition would prevail. 

In order to accomplish this it would not 
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be necessary to so curtail operations that it 
would be difficult and expensive to start in 
again. A sufficient force could be kept at 
the mines for primary development and ex- 
ploration work, so that when normal con- 
ditions again prevailed large ore reserves 
would be available quickly. In addition, a 
good nucleus would be on hand upon 
which to build a complete force of labor 
and the mines could be kept in such a con- 
dition that the resumption of operations 
could be brought about without much un- 
necessary delay or expense. It is true that 
the maintenance of the mines under those 
conditions would bring no immediate re- 
turn, but it is just as true that it is more 
advisable to take a small loss than a large 
one, the large loss in this instance accruing 
from taking large quantities of copper from 
the mines and storing it with no immediate 
prospects for its sale. 

A Change May Develop Over Night 

Needless to say, the large copper pro- 
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ducers are not entirely in accord. It seems 
that some of them are expecting that a 
change may be brought about momentarily 
and then, of course, they would be very 
much put out if they took such a step and 
“got left.” Copper men point out further 
that it is not only their own situation that 
they are considering in this matter. Every 
effort is being exerted toward stabilizing 
labor conditions, and if such a step were 
taken, great hardships might be brought 
about in mining sections of the country. 
Nevertheless, there is something mys- 
terious about the whole copper situation. 
On the surface and under the surface, as 
far as can be seen, the outlook is little less 
than hopeless, but well informed observers 
are not nearly so downcast as they might 
be. It is admitted that the security markets 
is usually from six months to a year ahead 
of time and the long decline in copper 
stocks which culminated about a month ago 
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and the present cautious upward movement 
seems to point to a turn for the better, on 
what grounds we are unable to foretell. 
Varied answers have been offered to my 
queries on this subject, but few of them 
seem logical. The only one upon which 
much faith can be placed is that when the 
peace treaty is signed arrangements will be 
made to finance Germany and her former 
allies, and in this direction a large portion 
of the accumulated copper surplus will 
quickly be assimilated. This, together with 
“full speed ahead” in industry in general 
when uncertainties are out of the way, may 
quickly revive the stagnant copper market. 

At any rate, holders of copper securities 
should now be quite wary over the dismal 
trade outlook and consider carefully before 
they sacrifice their stocks and bonds at what 
may be the low figure for some time to 
come. Good judges of the investment mar- 
ket maintain that despite trade conditions 
the security market is beginning to dis- 
count better days, and now is the time to 
accumulate copper stocks and bonds rather 
than sell them. In truthfully recording the 
tendencies of the trade, a bright outlook is 
hard to discover under present conditions, 
but as most of our readers are primarily 
concerned in the investment status as af- 
fected by trade conditions, it is not amiss to 
point out that the copper security market 
seems to have touched rock bottom now. 

* * . 


Oil 
Not a Cloud on the Horizon 
Not only does the wild speculation in oil 
securities presage big days ahead for the oil 
industry, but the trade cannot see anything 
but continued prosperity for a long time to 


come. Petroleum is King and threatens to 
dispute the Industrial Throne for many years 
held by Steel. Each commodity has had its 
place at the head of American industries ; Cot- 
ton reigned, was supplanted by Coal, which in 
turn was displaced by Steel, and many compe- 
tent trade authorities claim that Oil now dis- 
pute Steel’s former impregnable position. 

Despite the intense activity which is having 
the natural result of producing the “Liquid 
Gold” in larger quantities than ever before, oil 
men point out that the supply cannot equal the 
demand for some time. It is pointed out that 
Mexican production is hampered, owing to the 
political situation there, and the European 
fields, which produce on the average of 20% 
of the world’s supply, cannot be depended 
upon to increase its output, for the reason that 
much needed equipment is not to be had, nor 
are the proper facilities yet available. Thus, 
the United States can expect to be called on 
not only to supply her own ever increasing 
needs, but to replenish foreign stocks. 


On Overproduction 


Oil authorities point out that there is little 
to fear from over production for some time 
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to come. In 1918 crude oif in stock was re- 
duced from about 150,000,000 to 120,000,000 
barrels. It is also true, of course, that plenty 
of oil is now going into storage, but this 
should not be a proper indication of the oil 
production and consumption status, as the bal- 
ance on hand is not struck until the end of the 
year. Besides, it is perfectly obvious that con- 
sumption has increased on a large scale since 
last year, and on the basis of plans under way 
for road building, manufacture of more auto- 
mobiles, conversion of coal burning ships to 
oil burners, and the building of nothing but 
oil burners as new ones, means an ever in- 
creasing demand for oil. 

Oil trade jonrnals are now taking up the 
campaign against unscrupulous oil stock pro- 
motions, with the unqualified support of the 
industry. Oil men are most interested in im- 
pressing upon the public that oil investments 
may be somewhat more hazardous than manu- 
facturing business investments, for example, 
but the compensation to be received more than 
offsets the extra risk involved, and the main 
point is that an oil investment, if picked care- 
fullly, should be just as safe as any other. 

The industry is striving to get the idea out 
of the public’s head that an investment in oils 
is a wild gamble at the best. This impression 
has been removed to a certain extent, chiefly 
because of the introduction to the field of in- 
dependent oil companies of merit, but there 
still remains a deep rooted idea that oil and 
conservatism can never go hand in hand. Of 
course, the biggest obstacle to be overcome lies 
in educating the public to scrutinize their in- 
vestments in oil securities as carefully as they 
would in any other and not be misled by the 
glowing statements made by some unscrupulous 
promoters. It will undoubtedly be a “black 
eye” which it will take many years to be for- 
gotten if the public loses large sums in “oil” 
companies, whose only source of oil can be 
scraped from the wily promoter’s tongue. 

The oil industry, as a field for investment, is 
just now the most fertile one, and in this di- 
rection lies the greatest opportunity for profit. 
It is the hope of the MAGAZINE OF WALL STREET 
that those of our readers who are interested in 
the oil industry and in oil securities avail them- 
selves of the opportunity to consult the experts 
on its staff and to carefully digest the analyses 
of various oil companies that appear from time 
to time in this publication before making an 


investment. 
* * * 


Grain 
The Record Crop 


With a further addition to the prospective 
wheat crop of 63,000,000 bushels, this year’s 
Winter wheat yield will total 900,000,000, the 
record, by far. This estimate is based on con- 
ditions existing May Ist and it is highly prob- 
able that when the crop is harvested the actual 
yield will quite exceed this figure. 

Wheat is not the only grain that is favored 
by nature this year either. In April the pros- 
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pective Rye production was placed at about 
100,000,000 bushels and the present forecasi 
sets this down at 122,946,000 bushels. 

Despite rains and other deterring factors, 
the condition of the crop is reported at 100.5%, 
which is the highest on record for May Ist. In 
addition to the largest acreage on record, the 
area abandoned from Winter killing, overflows 
and other causes is at a minimum, being 11%. 
The crop yield, if realized as forecasted, will 
net the United States the largest yield of any 
country at any time. 

Farmers’ complaints that were heard here and 
there that their profits would not be nearly so 
great as predicted, are received with more 
skepticism than ever. Despite high labor cost, 
the high cost of living and everything else that 
will go into cutting down the farmers’ profit, 
observers claim that the tillers of the soil are 
receiving a fixed high price for their product, 
and even if their volume of sales were no 
greater than in previous years, they would 
make almost as much. Their additional profit 
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or over instead of as low as between $1.25 and 
$1.50 per bushel. 


The Political Phase 


That politics is playing quite a part in the 
wheat situation generally is beginning to be 
realized. In the first place, it will be remem- 
bered that farmers raised quite a howl when a 
fixed wheat price was established in 1917. That 
they have been able to profit on the regulated 
price is aside from the question, as the farmer 
has been educated in believing that in other 
lines of endeavor huge war profits have been 
made and even though his earnings are larger 
than ever, on the present basis, they are not as 
large as they might have been in an unre- 
stricted market. Of course, the fact that a 
free market for wheat now might bring 100% 
drop in price is entirely forgotten in this argu- 
ment. Whether the farmer’s point of view is 
fair or unfair makes little difference when his 
probable action politically is analyzed. There 
is a rankling in the farmer’s breast that he has 
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and large prosperity that will certainly accrue 
will come from handling a larger turn-over. 
What will happen to the Government’s 
Treasury under the present conditions is an- 
other question. There are some who maintain 
that the demand for wheat is so great and 
that foreign countries will have to take so 
large a part of our production that the Treas- 
ury Department may not have to lose a cent 
on its guarantee. On the other hand, com- 
petent observers do not quite agree with this 
view. They claim that the surplus of produc- 
tion over consumption will be large and aside 
from the theoretical value of cutting wheat 
prices for the purpose of lowering the cost of 
living, the basic law of supply and demand 
will require the Government to sell at some 
loss. Preliminary estimates of a loss to the 
Government of between $500,000,000 and $1,- 
000,000,000 have been revised somewhat, how- 
ever, as experienced observers claim that on 
the present outlook wheat will be sold at $2 


not gotten his entire due (despite the fact that 
he is protected for the current year) and this 
feeling, when given vent at the polls next Fall, 
may cause some serious upsets in elections. 
It is pointed out that the farmer expressed 
his displeasure with the Democratic party by 
returning Republican Congressmen in the last 
Congressional election and the same thing 
may be done in the Fall of this year. This is 
one phase of a situation that cannot be pinned 
down accurately, but a fair estimate on the 
prevailing sentiment is gleaned by experienced 


observers. 
» * * 


Public Utility 
Increased Fares Does Not Solve Problem 
It has now become apparent that increased 
fares—wherever they have been allowed—are 
not satisfactorily serving their purposes of off- 
setting higher costs. In many instances street 
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railways in small cities report that the passen- 
ger automobile and the jitney are making such 
inroads into their business that many of them 
can see nothing but failure ahead. In both 
large and small municipalities, a decrease in 
the short haul traffic is noticed, and a falling 
off of this business places the street railways— 
as far as earnings are concerned—in about the 
same position as they were before. It is con- 


sistently argued by street railway operators 
that the present attempted solution of the prob- 
lem is fundamentally wrong, and the proper 
method of applying relief is to charge a rate in 
proportion to the distance traveled, as is the 
practice on steam roads. 


What Should Be Done? 


There seems to be only one solution of the 
street railway problem and that lies in correct- 
ing fundamental wrongs. It is pointed out that 
in the old days street railway operators were 
literally crazy to obtain franchises and accept- 
ed most onerous restrictions on the theory that 
the large profits to be derived would justify 
these handicaps. Why, street railway men say, 
should the traction companies be obliged to 
pave between and outside of the tracks (as 
nearly all franchises require) and pay for the 
maintenance of this construction when the cars 
do not impair these roads at all. On the other 
hand, it is pointed out that a large volume of 
business traffic moves over the road maintained 
by the traction companies, tears them down, 
but is not directly concerned in their main- 
tenance. It is quite evident, therefore, that in 
the future street railway companies will not 
do this work for the simple reason that they 
are unable to do it and make money and that 
it is unfair. 

The other part of the solution of the prob- 
lem is that permanent relief should be afforded 
through removal of franchise restrictions, par- 
ticularly those which are so heavy a burden 
and which are preventing the rehabilitation of 
the traction finances. That it is a difficult 
problem is admitted but it is by no means im- 
possible. The first step to be taken is to edu- 
cate the public. The American public is uni- 
versally fair and if a problem of this sort is 
properly put before them it should not be long 
before they saw the justice of the traction 
companies’ side of the question. A campaign 
of education has already been inaugurated in 
some instances, but this should be extended all 
over the United States. 

After the taste the public has had of public 
ownership in various forms, there is not nearly 
so much agitation for public ownership or con- 
trol of public utilities. It is quite generally 
realized that municipal ownership of the trac- 
tions, for instance, would certainly not cut 
down the cost of operation and even if fares 
were not increased, the extra cost would have 
to be made up by indirect taxation. In addi- 
tion, the public realizes that operating efficiency 
under public ownership is almost an unknown 
quantity and the long run result would be a 
greater burden on taxpayers for the benefit of 
non-taxpayers, 


Shipping 


Shipyard Policy Retards Development 

Among the many uncertainties in the ship- 
ping situation, with its affiliated branch of 
shipbuilding, the Government's shipbuilding 
policy is coming in for severe criticism these 
days. Mr. Edward B. Burling, Chairman of 
the Committee on Merchant Marine of the 
United States Chamber of Commerce, claims 
that the Government’s policy of refusing to 
allow American shipyards to accept foreign 
ship orders is retarding the speedy settlement 
of the shipping situation in this country. 

That the Government should go out of the 
shipbuilding business as soon as possible is 
agreed by most shipping men. It is pointed 
out that if we are to establish and maintain a 
permanent merchant marine, the shipbuilding 
industry should be encouraged and this can 
only be accomplished by giving the private 
shipyards as much business now as is available. 

One of the chief obstacles in the way of 
shipbuilding orders is the embargo on foreign 
ship orders in this country. Under the act of 
Congress, the Shipping Board has the power 
to grant permission to build for foreign buyers, 
but in no instance, so far, has this permission 
been obtained. American ship operators are 
placing their orders with the yards at present 
for additional tonnage, as they are all awaiting 
an announcement of the Government's policy 
toward the disposal of the ships it now owns. 
There is very little use in buying new tonnage, 
that is, ordering tonnage to be constructed, if it 
is possible to obtain the little used or unused 
boats from the Government at a low enough 
price. While it is not expected that the Gov- 
ernment will sacrifice its newly built tonnage, 
the industry confidently expects that there will 
be a great number of bargains to be had when 
the actual selling begins. 

Naturally, all of the shipbuilders are much 
disgruntled over the situation. They point out 
that if it is desirable to develop an export trade 
in every other commodity there is no reason 
why selling of ships to foreign countries 
should be prohibited. Private shipyards in 
this country were encouraged to expand to 
their limit during the war and now the Gov- 
ernment will not allow them to accept the only 
businesss that is offered. 


On Selling Government Ships 
The Committee on Merchant Marine of the 
United States Chamber of Commerce, through 
its Chairman, Mr. Burling, believes that there 
should be no half way about the Government’s 
disposal of its ships. In other words, if the 
policy of selling ships be adopted, all ships 
should be sold without reservation except for 
those needed for military and naval uses. If 
this is not done, it would be hard to interest 
private capital in that the risk of competing 

with the Government would be too great. 
Among the other recommendations for the 
disposal of ships are that the ships that are 
sold should not be hampered by new rules 
and regulations other than those that exist 
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under the present law; that the ships could 
not be transferred to foreign registry for sev- 
eral years, this in order to protect a possible 
assimilation of United States ships immmedi- 
ately by foreign governments; and, most im- 
portant of all, the entire fleet in one sale. The 
latter suggestion seems to be a good one, as if 
the Government decided to sell its boats pri- 
vately and individually, it might be left with a 
large proportion of its tonnage on hand. 

Other suggestions made were that the mer- 
chant marine be distributed as widely as pos- 
sible and as many shipping centers be estab- 
lished as possible, since by this method new 
trade routes would be developed and the entire 
country would get the benefit of increased for- 
eign trade relations. Easy terms must be ar- 
ranged for the sale of Government ships, with 
a large portion of the price remaining on long 
term mortgages. The price obtained will have 
to be based on a fair price obtainable for ton- 
mage as compared with the range in other 
countries under present conditions, and the 
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Government must be prepared to write off the 
loss caused by the difference in the price that 
they paid for it and the current market value. 
This loss can be set down as part of the “war 
costs.” Last of all, a policy must be formu- 
lated whereby the Government can extend help 
to American shipping companies to equalize ad- 
vantages in operation enjoyed by foreign com- 
petitors. 

Other suggestions of more or less merit 
were contained in Mr. Burling’s announcement, 
but the above sums up the necessary steps to 
be taken before the American merchant marine 
can be established on the footing desired. 

x * * 


Tobacco 
Agitation for Smaller Crop in 1919 
While good business is confidently expected 
by the Fall of the present year, or next Spring 
at the latest, experienced tobacco men are 
pointing out the advantages of keeping the 
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new crop within limits. Within a few months 
the 1919 crop will go into the ground, and 
unless the yield is kept down to at least no 
greater than the 1918 yield, tobacco men think 
that the season will not be as profitable as ex- 
pected. 

Growers’ prosperity in the last few years has 
been derived from the sensible method of 
planting, that is, setting out no larger a crop 
each year than the year previous. The price 
question is the chief one that has retarded the 
tobacco trade’s speedy rehabilitation. With 
the large 1918 crop, wholesalers figure that they 
should pay less for the product, but the farm- 
ers cannot and will not see it that way. The 
result has been a slow movement of stocks 
and this condition is likely to prevail until the 
large demand that is expected induces dealers 
to pay any fair price. 

So it is, therefore, that if the 1919 yield is 
kept at least as low as in 1918, producers will 
not be faced with severe price cutting. An 
increase in production will mean an increased 
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supply of leaf tobacco, against a demand that 
is declining somewhat. It is pointed out by 
tobacco men that the weed is plentiful in Eu- 
rope, since the belligerent countries have re- 
ceived considerable stocks of American to- 
bacco through nearby neutral countries. 
Besides, tobacco growing has expanded in 
Europe ang Asia and even if European stocks 
are now deficient, the surplus which now 
exists in America will make up this demand 
for a year or so anyway. In short the planter, 
to be on the safe side, should not greatly in- 
crease his production this year unless he wishes 
to run the risk of a much smaller net profit. 


Agitation Against Anti-Tobacconists 

A vigorous campaign is being waged by the 
tobacco trade against the activities of the anti- 
tobacconists. Trade journals, individual 
wholesale firms and retailers are spreading a 
well-organized propaganda broadcast, with the 
object of preventing such a catastrophe to their 
industry as happened to the whiskey business. 





READERS’ ROUND TABLE 


{Subscribers are invited to.contribute to the Readers’ Round Table Department. From 
our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow- 


readers. We believe that this interchange of ideas will prove to the advantage of all. 
in your manuscript addressed to Editor, Readers’ Round Table. 


unless permission is given.—Editor.] 


Send 
No names will be used 





Editor, THe MaGAzINE oF WALL STREET: 


THE STOCK EXCHANGE’S GREAT 
OPPORTUNITY 


Your article on the above subject is in my 
opinion the most valuable suggestion presented 
for the consideration of the financial world in 
recent years. 

The absence of proper safeguards for funds 
entrusted to brokerage houses, is a source of 
worry to all those who know of this condition, 
and should be remedied for their benefit and 
the large number of others who ignorantly are 
exposed to this danger. 

You are to be greatly commended for your 
characteristic position in this matter and the 
tangible results which it is hoped will be se- 
cured by your action, will be of inestimable 
benefit to all having transactions in securities. 
The benefit to the brokerage business from the 
standpoint of prestige, as well as in material 
results, should be apparent, as unquestionably 
more business would ensue if the trading risk 
were reduced to the ordinary business hazard. 

This movement certainly should be of in- 
terest to the investing public, and have their 
support in a campaign having an objective of 
such a meritorious nature. 

With reference to the recent change in the 
makeup of your magazine, congratulations are 
due. The cover design adds a dignity of 
appearance quite in keeping with the policy 
of unbiased financial discussion and general 
merit of the subject matter. 


Yours truly, 


** * 
Gentlemen : 

Kindly send me sample of your new Invest- 
ment Letter and Booklet describing your new 
“Investment Letter Service”’—without obliga- 
tion on my part, expressed or implied. 

Also please have forwarded copies of book- 
lets: “Oils and Peace,” “The Will and the 
Way,” “Trading Methods.” Thank you. 

Just received first copy of THE MAGAZINE 
oF WaLL Street, on sub beginning April 12th, 
and I find it a gold mine of information to 
the trader and investor as well as a wonderful 
education to the average man who is anxious 
to get ahead. 

Very truly, 


* * * 


MR. “ALEC” WRITES TO US 


Recently we received the following letter 
written on the stationery of the New York 
County Lawyers’ Association : 


May 9th, 1919. 


MAGAZINE OF WALL STREET, 
42 Broadway, City. 


Dear Sirs— 


In Wednesday evening’s Globe a magnificent 
editorial appeared pointing out what the fading 
vision of your esteemed magazine has entirely 
overlooked in the railroad situation and par- 
ticularly as regards the alleged “deficit” for the 
past three months, viz.: that this alleged deficit 
does mot mean that the railroad lost money— 
no, on the contrary “that the gross operating 
revenue exceeded the gross operating expenses 
by $29,500,000, and this actual profit is turned 
into “deficit” simply and merely by subtracting 
the rental which the Government pays to the 
railroads, and that neither under private opera- 
tion of the roads nor under Government Own- 
ership or operation would this deficit at all 
appear” 

It is a notorious fact that some poorly- 
informed newspapers have “croaked” and 
actually tried to turn capital away from rail- 
roads by their preposterous comments in their 
financial columns. Shakespeare says “A wise 
man changes his mind, but a fool never!” 

Yours truly, 


(Signature Undecipherable) 


As it was impossible to decipher the signa- 
ture we wrote to the New York County Law- 
yers’ Association stating that it is not our 
custom to pay any attention to anonymous 
letters and that if the writer of the above let- 
ter was acting in good faith and was willing 
to disclose his identity we should be pleased 
to reply to his communication. 

We received the following reply from the 
Secretary of the Association: 

May 16th, 1919. 


To the Editor of THe Macazine or WALL 
STREET, 


42 Broadway, New York City. 


Dear Sir— 

We are in receipt of yours of the 13th imst., 
with enclosure. 

It is certainly impossible to decipher the 
signature in the enclosed, and we regret very 
much that our stationery has been used for 
such a purpose. In all probability a clerk 
of some member has made use of our letter 
head and is trying to be smart. 


Yours very truly, 


Gerorce C. AusTIN, 
Secretary. 
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A. T. & TA Steadfast Utility 


By OWEN ELY 


Company Soon To Be Returned To Private Control—Earn- 
ings Decreasing Slightly, but Dividend Still Protected— 
New Invention Multiplies Service 


OW that the relinquishment of 

Government control over the tele- 

phone and telegraph systems is in 
sight, (effective upon declaration of 
peace, or sooner if Congress desires) a 
resumé of the condition and prospects of 
the American Telephone & Telegraph Co., 
which controls about 95% of all the tele- 
phone business in the United States, may 
be of interest. 

The telephone industry is in the class 
of public utilities which in the period of 
rising wages and material costs has 
gained the least in advancement of rates. 
During the years 1917-18 inclusive, in- 
creases in telephone rates aggregated 
only 4%, as compared with average in- 
creases of 27% in railroad rates and 17% 
in street railway fares. The operating 
ratio of all companies in the Bell System 
increased from 66.3% in 1916 to 69.2% 
in 1917 and 70.7% for tk: first seven 
months of 1918. (The system was taken 
over by the Government August 1, 1918.) 
Increases in rates averaging about 9% 
have been asked of the Public Service 
Commissions of the various States as 
“necessary to preserve the equilibrium of 
revenue and expenses.” The fact that the 
company has been able to hold down its 
operating ratios to such a low percentage, 
in the face of a 110% increase in com- 
modity prices and a 75% increase in the 
general level of wages, is a tribute to the 
operating efficiency of the telephone or- 
ganization. 

Effect of Government Operation. 

A general increase in wages averaging 
between 5% and 10% (together with over- 
time allowances) was granted to tele- 
phone employees by Postmaster-General 
Burleson on January 1, 1919. On Janu- 
ary 21 new long distance rates were put 
into effect. (The long distance service 
is handled directly by the A. T. & T.) 
The attempt to enforce these rates has 


caused some confusion, as the state com- 
missions and courts will not recognize 
the rate-making power of the Postmaster- 
General. The amount of new revenue 
which the A. T. & T. will eventually be 
able to secure through increased toll 
charges and through increases granted to 
its subsidiaries is problematical. What- 
ever allowance is made will not materially 
increase the company’s net income in the 
future, since it has already been largely 
absorbed in wage increases. 

The financial arrangement made by the 
Government with the telephone and tele- 
graph companies is similar to the one 
made with the railroads. The Post Office 
Department guarantees to the companies 
compensation equal to the average net in- 
come for the three years 1915-17, plus 
6% on the increase in fixed capital. The 
compensation asked for on this basis by 
the Bell Operating Companies (The 
“Long Lines,” comprising about 95% of 
the system) was $70,422,700, but only 
$65,148,641 was granted by the Gov- 
ernment. The A. T. & T. estimates that 
the Government will earn a profit of $12,- 
477,000 in 1919 through this agreement, 
although for five months of 1918 there 
was a loss of $3,842,000. 

It is difficult to estimate the exact 
earnings of A. T. & T. under Govern- 
ment operation. Its proportion of the 
compensation allowed to the system as a 
whole, is $45,072,000. The amount of 
additional income which the company 
will receive from its subsidiaries cannot 
be determined from the company’s ac- 
counts as published. The earnings on 
the stock should, however, run in the 
neighborhood of 94%. 


Earnings Slowly Declining. 


The percentage earned on the stock 
has for a number of years been subject 
to very little fluctuation: 
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The percentage earned in 1918, 9.93%, 
should probably be discounted slightly, 
as it has been stated that the allowance 
for depreciation in operating expenses 
was less in 1918 than in preceding years. 

From 1900 (when its stock was first 
distributed to the public), to 1906, the 
company paid dividends of 744%, and 
from 1906 to date 8%. The narrow mar- 
gin of earnings over dividends does not 
fairly represent the financial strength of 
the company. Free surplus increased 
from $56,424,000 in 1911 to $83,415,000 
in 1918. Reserves for depreciation and 
contingencies in 1918 amounted to $43,- 
900,000. 


Strength of Bell System. 


The American Telephone and Tele- 
graph Company with its plant and secur- 
ity holdings represents about a 60% 
equity in the Bell Telephone System as 
a whole (with all intercorporate inter- 
ests eliminated.) During the eight year 
period 1911-8 the average earnings on 
the stocks of the Bell Telephone Com- 
panies held by the public were as fol- 
lows: 

NetIncome P. & L. Credits 
— a 13.5% 
Se 12.0 
ae 10.3 
WR xcsc..s.$. O 11.6 
_, =o. 15.9 
- 12.5 16.1 
10.5 16.2 
1918 (Est.).. ete 7.1 


8 year average. . 108 12.8 

(Note—“Sundry adjustments” averag- 
ing $12,300,000 were credited to Profit 
and Loss every year but one, during the 
period. While the nature of these credits 
is not known, they can perhaps be taken 
into account in figuring earnings over a 
period of years.) 

As the dividends paid by the system 
as a whole averaged about 7.5% it is evi- 
dent that the A. T. & T. has a large 
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reserve earning power in its subsidiaries. 
Earnings have been reinvested in the 
business, and the surplus and reserves for 
the system as a whole grew from $164,- 
236,000 in 1912 to $340,000,000 in 1918. 
The rates of surplus and reserves to plant 
and other assets increased from 10.3% 
in 1907 to 24.7% in 1917. The average 
for seventeen independent companies in 
1917 was only 13.8%. The ratio of 


Capital Obligations to assets decreased 
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during the ten-year period from 89.7% 
to 74.6%. Further, it was stated in the 
1918 report that “That part of the plant 
of the Bell System against which there 
are no outstanding obligations and which 
has been paid for from unexpended re- 
serves and the surplus earnings and share 
capital premiums, is at the lowest esti- 
mate equal to one-third of all the out- 
standing obligations or 60% of the out- 
standing share capital.” 

The policy of “plowing back” earnings 
into the property has enabled the Bell 
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System thus far to successfully meet the 
period of rising costs, but it may be ques- 
tioned whether in future years, without 
generous rate increases, the System will 
be able to continue its former rapid ac- 
cumulation of surplus. 

Dividend Policy Fixed. 

The extent to which the American 
Telephone & Telegraph would feel justi- 
fied in increasing the dividends drawn 
from its subsidiaries in order to support 
its own standard 8% payment, can 
hardly be determined. The company will 
undoubtedly, if necessary, draw upon its 
own surplus to maintain the dividend. 
In the 1918 report President Vail said: 

“There has at no time been more ap- 
parent than now the wisdom of our estab- 
lished and conservative policy in the con- 
duct of our business. Full maintenance of 
the property, ample reserves for depre- 
ciation and obsolescence, fixed dividend 
payments, all surplus and unexpended 
reserves invested in property, issue of 
capital stock at a premium through con- 
vertible bonds, have all contributed to 
credit and through good credit only can 
necessary financing be done at reasonable 
rates. The dividend rate fixed was rea- 


sonable, particularly when considered in 
connection with the premiums realized 


on the share capital. It is well within 
the earning power, is such as will in nor- 
mal times maintain the shares at a 
premium and enable the company in the 
future as in the past to place its share 
capital at a premium, directly or through 
the medium of convertible bonds. Of the 
total share capital issued since the Ameri- 
can Telephone and Telegraph Company 
took over the operations, about one-half 
has realized for the treasury, through 
exchange for convertible bonds and cash, 
from 20 per cent to 30 per cent prem- 
iums.” 
War Record and Inventions. 

During the war, the A. T. & T. has 
devoted the attention of its engineering 
and research staff to the solution of war 
problems, especially those relating to tele- 
phone communication between aero- 
planes, detection of submarines, im- 
proved communication methods in front- 
line warfare, etc. The great record made 
by our aeroplanes in France was largely 
due to the perfection of the system by 
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which air pilots could communicate with 
each other or with ground stations. In 
addition to these achievements, for which 
President Vail received a letter of con- 
gratulation from Secretary Baker, the 
company recruited and trained a large 
force of telephone operators for the A. 
E. F. Because of the large demands 
upon its personnel and organization, the 
company was unable to maintain its high 
service standards during 1918, but with 
the “esprit de corps” maintained among 
its employees the service will doubtless 
soon be restored to the pre-war standard. 
During the year, in addition to its 
numerous war inventions, the company 
perfected a new and radical method of 
long distance communication which will 
enable it, when installment of the new 
system is completed, to give four or five 
times as much service with the same 
wire equipment. In brief, the new method 
permits the sending of ten telephone mes- 
sages over two wires, as against three 
now obtained by using the “phantom cir- 
cuit,” or the sending of forty simultane- 
ous telegraph messages compared with 
four or five under the present system. 
The progress of the American Telephone 
& Telegraph Co. has been largely due 
to the development of new inventions and 
the effect of the new system upon the 
operating income of the company should 
be very beneficial. The earnings of the 
subsidiary companies will not be much 
affected, because the invention is not 
applicable to local telephone business. 


Tendency of Stock. 

A. T. & T. stock has shown a gradually 
declining tendency during the past eigh- 
teen years. The high of 186 was reached 
in the second year after its distribution, 
and the low of 88 was touched in the 
1907 panic: it mounted again to 153 in 
1911, but made lows of 110 in 1913 and 
905% in 1918. At the present time it is 
about 104, high and low for 1919 being 
10854 and 9834. 

The present yield of 7.7% for A. T. & 
T. would seem to make it a good invest- 
ment security. No speculative returns 
are probable, but with the further gen- 
eral rise in security values, in which it 
has not yet participated, the stock 
should go to a normal price-level in 
the neighborhood of 125 or higher. 





Three New Oils 


By A. U. RODNEY 


Recent Introductions to Public Participation—Common- 
wealth Petroleum, Louisiana Oil Refining and 
Salt Creek Producers’ Association—Their 
Position and Outlook 


be the investor’s watchword 

when speculative enthusiasm is 
at its height ina particular group. An 
investment in oil shares, under ordi- 
nary conditions and most particularly 
at this stage, should be carefully scru- 
tinized and the company rigidly dis- 
sected. If each certificate of a new oil 
company launched since the present 
boom began, represented a barrel of oil, 
the country would have little to fear 
from an oil shortage. 


Cy ‘be the. discrimination should 


Among the most promising of the 
many new oil propositions, Common- 
wealth Pete, Louisiana Oil and Salt 
Creek seem to have the best backing 
and the most favorable outlook. 
Which, among the three, is the best? 
How should each of them be regarded 
at present quotations ? 


Commonwealth Petroleum 


One of the strongest, most sub- 
stantial and certainly the best spon- 
sored addition to the ever growing 
list of new oil companies is Common- 
wealth Petroleum. Upon the announce- 
ment of its debut and when its sponsors 
were revealed, the “Street” pricked up 
its ears immediately. That Common- 
wealth Petroleum is a “Standard Oil” is 
quite apparent—but why the half-baked 
camouflage? 


Standard Oil interests were probably 
not a little piqued at the activities of its 
great competitor, the Royal Dutch, and 
are seeking a way to overcome the ever 
growing prominence of the latter. Royal 
Dutch, unhampered by restrictive regu- 
lation and, in fact, aided by the Dutch 
and English Governments on every turn, 
might, in time, overshadow the great 
Standard Oil. Realizing that this handi- 
cap must be overcome in one way or an- 


other if the great American oil interests 
were to retain their preeminence, a sepa- 
rate company that is practically unlimited 
in its prospective scope of activities was 
formed. Not since the great Standard 
Oil was split into thirty-two different 
units by court decree in 1911 has this 
group entered the producing field, at 
least publicly, and its decision to do so 
certainly favors its “offspring” with the 
strongest possible backing in money, 
brains and oil knowledge. 

So, the baby Standard Oil comes into 
the world with a gold spoon in its mouth, 
and in contrast to many of the new oil 
company flotations, Commonwealth Pe- 
troleum’s future is almost assured from 
the start. 

Its Properties 

Even in the acquisition of properties 
that now make up the holdings of Com- 
monwealth Petroleum, Standard Oil care, 
conservatism and economy is apparent. 
Instead of including acreage with only 
fair oil structure or grouping properties 
of mediocre calibre, the company’s spon- 
sors made long and exhaustive surveys 
of logical properties to be acquired and 
adopted the policy of purchasing care- 
fully selected oil lands that could be 
made to yield much higher production 
under aggressive development and expert 
knowledge. 

The first step was to acquire small 
companies whose potentialities looked 
great. The companies included were the 
Western Union Oil Company, the W. D. 


Head Drilling Company, the United 
Western Consolidated Oil Company and 
the Dunlop Oil Company. The Western 
Union’s property is well placed in the 
Santa Maria Field in Santa Barbara, 
California, where it owns a perpetual 


lease on, 9,640 acres. On this property 
there are 42 producing wells, with a set- 
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tled production of 2,400 barrels. These 
wells are on the property adjacent to that 
owned by the Commonwealth Petroleum. 
Geologists’ reports show this territory up 
very favorably and it should be a great 
money maker for Commonwealth Pe- 
troleum. 


In short, Commonwealth Petroleum 
owns on perpetual lease, mineral loca- 
tions or in fee, about 27,000 acres of oii 
bearing lands in California and Wyom- 
ing and oil and gas lands in West Vir- 
ginia, on which there are now 75 pro- 
ducing wells, with a production of about 
3,200 a day and four gas wells, with a 
flow of 5,000,000 cubic feet of natural 
gas per day. In addition, a half interest 
in 6,000 acres in West Virginia, the same 
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drilling of 15 new wells in California 
and other drilling and developing opera- 
tions now in operation, Commonwealth 
should be able to show between $10 and 
$15 a share on its stock before the 
Summer is over. 


As far as possibilities are concerned 
they are unlimited. The company’s acre 
age is well selected, management is oi 
the best, resources are practically un- 
bounded and, in short, the oil world wil 
receive one of the greatest surprises and 
shocks of its career if Commonwealtl 
does not make good on a large scale 
With true Standard Oil reticence, infor- 
mation on the company’s operations is 
hard to obtain. Well informed quarters 
claim that only the slightest interest is 








Birdseye View of Western Union Oil Company, 


formation that produces high grade 
Pennsylvania crude, is owned. 


Capitalization and Probable Earnings 
There are only 200,000 shares of no 


par value stock authorized, of which 
191,000 shares are outstanding. The 
company is well backed with cash, having 
a balance on hand of about $700,000 and 
equipment appraised at $2,000,000 over 
and above the value of its properties. 
At the syndicate offering price of 47, and 
at which price the stock is now selling 
on the New York Curb, the company on 
the basis of 200,000 shares of no par 
value, is appraised at $9,400,000. If we 
deduct the $2,700,000, the value of 
equipment and cash, the properties ac- 
quired stand at the low sum of $6,700,- 
000. If the company didn’t do another 
thing, which of course is ridiculous, a 
fair percentage on the capital invested 
would be shown. However, with active 


being taken in the market for the shares 
A demonstration, until the company was 
proven, was looked upon with disfavor. 


As an attractive speculation for a long 
pull, Commonwealth Petroleum has noi 
seen its equal in many a day, despite the 
numerous companies with good possi- 
bilities that have been offered to the pub- 
lic in the wake of the present boom in 
oil. 


Louisiana Oil Refining Corporation 


One of the most sensational “movers” 
of the new oil stocks listed on the Curb 
has been Louisiana Oil. The market is 
in the hands of operators, whose faculty 
for making sharp upward moves in 
stocks is becoming well known. _ It is 
true that some of the developments that 
have come to life since the stock was 
first traded in around $20 a share have 
been favorable enough to cause an ad- 
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,ance in quotations, but without the 
cessary manipulation it is hard to find 
‘here developments have justified a 
0% increase in the value of the shares. 
The present company is the outgrowth 
f the old Louisiana Company. The 
riginal company started about five years 
go as a small independent refinery in 
1e Caddo field in Louisiana. Its growth 
1 this field was rapid and wherever the 
portunity afforded, the management 
ranched out in its activities until the 
ld company was not only a refiner but 
producer, with pipe line operations and 
s affiliated branches as a side line. Its 
aried interests became so large that they 
ere unwieldy and the natural course 
as a recapitalization on a higher scale, 
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about 160 tank cars of 8,000 to 10,000 
gallons capacity and 70 miles of pipe 
line. It has an export station at New 
Orleans, with a storage capacity of 
110,000 barrels. In addition to these 
facilities, the company has the necessary 
field drums, tank trucks and distributing 
stations. 

While its refining operations will no 
doubt produce a substantial income, the 
company expects to derive its large 
profits from the production of oil and 
gas. It owns 30,000 acres in Caddo, Red 
River, Pine Island and Claiborne Parish 
oil fields. These holdings are well dis- 
tributed throughout the productive field 
and the expectation of profitable devel- 
opment should be realized. 








Controlled by the Commonwealth Petroleum Co. 


giving the company more money with 
‘hich to finance its new development and 


expansion. In 1917, therefore, the new 
Louisiana Oil & Refining Corporation 
came into being, under the sponsorship 
of strong banking interests in New York, 
‘oston and Philadelphia. 


Louisiana’s Property and Business 


Around the old Louisiana Oil Com- 
iny’s refineries is built the present con- 
rn. The refinery owned by the present 
company has a capacity of 3,000 barrels 
crude oil daily and storage facilities 

ai the refinery are approximately 100,000 
barrels. Improvements have been made 
upon the original property and the pres- 
t refinery produces gasoline, naphtha, 
rosene, gas oil and fuel oil. A plant 

i: being built for the extraction of paraf- 
fin, wax and lubricating stock. Along 
th its refinery, the company owns 


The corporation has production, too, 
as its 90 wells are producing between 
1,000 and 2,000 barrels of oil a day and 
about 50,000 cubic feet of gas daily. In 
1918 the company’s wells produced 500,- 
000 barrels of oil and in the last six 
months, production from these wells has 
reached 316,000 barrels. 


Position of the Stock Under the Recap- 
italization Scheme 

There were issued $1,250,000 of 10- 
year, 6%, lst Mortgage Bonds, $350,000,- 
000 preferred and $3,750,000 common 
stock (both stocks par $50). The $350,- 
000,000 of preferred stock was sold to 
the public, together with the bonds, so 
that a total of $1,600,000 of obligations 
are ahead of the common stock. Most of 
the common stock was given as a bonus 
with the bonds, eight shares of common 
going with each $1,000 bond. Since the 
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bonds are convertible into the common at 
par, the company retained $1,250,000 of 
common stock in the treasury for the pur- 
post of providing for this conversion. 
The bonds carry a sinking fynd require- 
ment, stipulating that $125,000 are to be 
retired the first year and in succeeding 
years the amount is increased through the 
decrease in the interest charges. Through 
the operation of this sinking fund, $270,- 
500 of the bonds have been retired 
already, leaving $1,019,500 outstanding. 


As to the rating of the securities: the 
6% bonds are in a favorable position and 
are entitled to be included among the 
semi-investment class. The company 
should have no difficulty in earning the 
interest requirement of this issue and a 
conversion feature into the stock makes 
it quite attractive. 

There is so very little of the preferred 
stock in the hands of the public that an 
analysis of its position is rather super- 
fluous. However, the 8% required 
amounts to only $28,000 per annum and 
on the basis of present operations there 
is no reason why this dividend should not 
be secure. 


The common stock, however, is an- 


other matter. It is practically “bonus” 
stock and is quite speculative, to say the 
least. It is rumored that those handling 
the market for the shares received a large 
block between $12 and $13 and, of course, 
they have been very successful in mar- 
keting the project in that it has sold as 
high as 45 and is around that figure. 


No statements are available, but it is 
claimed that the company earned $700,- 
000 in 1918-1919 before Federal taxes. 
Even on these earnings, it will be seen 
that after providing for bond interest 
and sinking fund requirements and the 
preferred.dividend, not very much is left 
for the common. 

At the best, therefore, the common 
stock is a speculation, and around its 
present level of $45 a share, much of its 
possibilities have been discounted, for 
the time being at least. The strong pool 
in the issue may work the stock higher, 
but on its intrinsic worth and outlook for 
earnings for the next year or so it is not 
so attractive at this level and the writer 
prefers a “spec-vestment” in Common- 
wealth Petroleum, for example, which is 
selling at near the same price. 
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Salt Creek Producers’ Association 


One of the chief handicaps to the 
proper expansion and development of 
the Salt Creek Field in the past has 
been the lack of harmony and the annoy- 
ing interferences and differences between 
several of the small companies in the 
field. Realizing that the full benefit in 
profit could not be obtained under such 
conditions, leading interests got together 
and decided that the best way out of the 
difficulty was to form an association 
taking into its group the more importan‘ 
producing companies, the best acreage 
and those companies which had the bes: 
facilities for marketing the product. 


At the end of 1917, therefore, the Sal: 
Creek Producers’ Association was incor- 
porated for the purpose of affecting con- 
trol of the leading producing companies 
in the Salt Creek Field of Wyoming. 
Eight hundred thousand shares of $25 
par value were issued, making a total 
capitalization of $20,000,000, of which 
the company holds in its treasury $2,750,- 
000 for corporate purposes and to acquire 
additional properties. Over 35% of the 
capital stock of the Associated Oil Com- 
panies in the South Field, which com- 
panies control either in fee or on lease- 
hold more than 6,800 acres ; the National 
Petroleum Company, controlling 4,200 
acres was taken in toto; nearly all of the 
holdings of the New York Oil Company ; 
the Lobell and Bury interests and the 
Parkman Oil Company, and best known 
to the investor, over 51% of the capital 
stock of the Midwest Oil Company, 
which, in turn, controls the Boston- 
Wyoming Oil Company. 


Most of the properties acquired were 
paid for in stock and the company has 
current liquid assets to the amount of 
$1,630,000. 

In short, the Salt Creek Producers’ 
Association owns or controls over 13,000 
acres in well proven territory and the 
production already on hand amounts to 
about 15,000 barrels of oil daily. 

Through the group’s close connection 
with the Midwest Refining Company, ar- 
rangements have been made to furnish 
that company with almost the entire out- 
put of the Salt Creek Producers’ Asso- 
ciation’s various wells. Through this 
arrangement Salt Creek is assured of a 
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ready market for its production at all 
times, which is no small item in its favor. 


The Mid-West Oil—Salt Creek Switch 

The most important acquisition in the 
Salt Creek is Midwest Oil. On the basis 
of the announcement, the Salt Creek 
Producers’ Association exchanged its 
voting trust certificates on the basis of 
one share of Salt Creek Producers’ Asso- 
ciation (par value $25) for 20 shares of 
the Midwest Oil Company’s preferred 
stock; and one share of its stock for 25 
shares of the Midwest Oil Company 
common. In pointing out the advisabil- 
ity of the switch, the president of the 
new Salt Creek Producers’ Association 
showed that large annual savings would 
be made from expenditures for litiga- 
tion, operation under one head would be 
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under its wing, an outlet for all of its 
present and potential production and 
excellent possibilities for further devel- 
opment on its well placed acreage. The 
Salt Creek pool has been characterized 
as the greatest single pool in the United 
States and it would be quite surprising 
indeed if the Salt Creek Association were 
unable to bring in further production on 
their well-placed holdings. 


In addition, the company is backed by 
plenty of capital, its current liquid assets 
amount to $1,630,000 and of the $20,000,- 
000 common stock, the company holds 
$2,750,000 in its treasury to be used in 
acquiring additional properties wherever 
and whenever feasible. 

The stock can be conservatively rated 
as a speculation of merit even at around 
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Com. Pet. 

Bonds, notes, etc. 
Authorized 
Outstanding 

Preferred Stock 
Authorized 
Outstanding 

Common Stock 
Authorized 
Outstanding 


none 
none 


none 
none 


Louisiana Oil Ref. 


$1,250,000 1st mort. 6% Conv. 
*1,019,500 


350,000 (par $50.) 
350,000 (par $50.) 


$200,000 (No par) $5,000,000 (par $50.) 
$191,000 (no par) $3,750,000 (par $50.) 


Salt Creek Prod. 


none 
none 


none 
none 


$20,000,000 (par $25.) 
$17,250,000 (par $25.) 


* Reduced to $1,019,500 by operation of sinking fund. 





more economical and therefore more 
profitable, production conditions would 
be bettered and the title position as to 
land involved in litigation or conflicting 
claims as to the right of possession would 
be strengthened. 

As a combined proposition, it is diffi- 
cult to figure how earnings will shape up 
on the new stock. Conservative esti- 
mates, however, place earnings for the 
first year on production already at hand 
and that which will, in all probability, 
come in within a short time at between 
$5 and $10 per share. This estimate is 
subject to immediate revision, however, 
as, in the nature of the oil business itself, 
if one large well is brought in, earnings 
may be increased from $10 to $20 a share 
more. 

Outlook for the Stock 

In any event, Salt Creek Producers is 

fortunate in having producing companies 


the present price of 55. It was intro- 
duced to the New York Curb at around 
$35 a share and lay dormant around $40 
until May Ist, at which time the privilege 
of converting Midwest Oil shares into 
Salt Creek terminated. Immediately 
thereafter a sharp upward move was 
scored, which brought quotations more 
in line with the prospects of the com- 
pany. While the outlook for this com- 
pany is undoubtedly good, it is not 
advisable to scramble for the shares at 
high prices, and it would probably be a 
better policy for prospective investors to 
pick them up on any reaction. If one 
half of the optimistic predictions as to 
the future of this company are realized, 
Salt Creek’s stock can very easily sell at 
a considerably higher price. For a 
long pull, therefore, regardless of tem- 
porary fluctuations, Salt Creek looks 
attractive, even at present levels. 





The Searchlight 


An Epochal Era In The Silvers-—The Performance of 
**Dollar Silver’’—New Angles On The Situation— 
Silvers To Buy Now 
By “QUIZZ” 


on the silver situation within re- 

cent months, and the broad basis 
for present prices above a dollar an 
ounce is so well known, that the writer 
sees no occasion to go into the matter 
at length. The evidence on every 
hand favors optimism, and a recent 
statement of Senator Pittman of Ne- 
vada confirms the general view in 
these terms: 

“Under the Pittman act, the treas- 
ury melted down and sold to the Brit- 
ish government for account of India 
mearty $300,000,000 in silver dollars at 
$1.014% an ounce. These coins will 


Ss“ much has been said and written 


some day have to be replaced. But 
the government will not commence its 
purchases until present demand for 
silver has abated and that may not be 


for some years. Furthermore it is 
hardly expected that the government 
will be able to complete its buying in 
a year or two. Its purchases will cover 
a longer period than that. 

“In the meantime the price of silver 
cannot decline below $1 an ounce as 
the Pittman act compels the Treasury 
to buy metal for recoining silver dol- 
lars at not less than that figure. I do 
not believe it will advance much above 
$1.25, for immediately the established 
parity of silver dollars is threatened 
as it would be if price tended to go 
beyond $1.29, the government would 
again interfere and renew the embargo 
on export of silver. 

“We may, therefore, expect the price 
of silver to range somewhere between 
extreme limits of $1 and $1.29 for per- 
haps a period of 20 years.” 

Taking this statement at is face 
value—and there is no reason to doubt 
the senator’s belief—it looks as if the 
white metal has entered an epochal 
era in its history, and the results can- 
not help being very satisfactory to the 
producers. 

What “dollar silver,” or to be more 
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correct “dollar-and-upward _ silver” 
means to producers may be judged 
from the fact that the strongly forti- 
fied companies were able to make a 
good showing when silver ranged be- 
tween 50 and 55 cents an ounce be- 
tween 1903 and 1915. The average for 
14 years between 1903 and 1916 in- 
clusive was 57.52 cents an ounce, and 
the great “turn” upward came between 
January and July 1917 from 70 to 80 
cents to over a dollar an ounce in Sep- 
tember, 1917. Price regulation by 
Government became necessary and 
silver was “pegged” at $1 during the 
war-period and until recently, when 
all restrictions were removed. Silver 
celebrated this event by jumping to 
$1.11—$1.14 an ounce, and an abso- 
lute high around $1.21 a few days ago 
n London; this being the highest quo- 
tation there since 1877, and the high- 
est in New York since 1890. 


Dollar Silver Here to Stay 


Whether or not hysteria has been 
injected into the situation, temporary 
scarcity on sudden demand from the 
Orient, or a tightening of the tech- 
nical position due to enormous indus- 
trial demands, remains to be seen. One 
fact stands above contradiction or 
guesswork: dollar silver is here and 
has come to stay for a while. 

Volumes have been written about 
silver, which next to gold is the most 
ancient and historic of the precious 
metals. Silver has placed one mine at 
least in the Methusaleh class, namely 
the Rio Tinto of Spain whose existence 
goes back some thousands of years 
when the Phoenicians traded in copper 
made from its ores—so closely is cop- 
per related to silver, from which it is 
also produced as a bye-product in re- 
fining copper. The Rio Tinto has pas- 
sed through the hands of the Cartha- 
genians, Romans, Goths and Moors, 
then to Ferdinand and Isabella of 
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Spain. The Spanish crown relinquished 
control in 1812 until the mine was 
acquired by British interests in 1873, 
when the present company was or- 
ganized by Matheson & Co. of Lon- 
don. The Rio Tinto Company Limited 
is still going strong, employs 15,000 
men, and after 3,000 years of produc- 
tion the end is not in sight. , 


One should not, of course, grow too 
enthusiastic regarding profits likely to 
be derived on a doubling of the selling 
price in the metal. Production costs 
are not what “they used to be” and 
have kept pace with the tense spirit 
of the times by readjusting themselves 
upwards. The market for the com- 
panies’ shares, however, in discounting 
future events may be expected to take 
into consideration that costs will 
eventually come down somewhat in 
inverse ratio to the selling price of the 
product; in other words the prospects 
favor a narrowing of the margin be- 
tween gross and net. 


A New-Angle on Demand 


A very important factor affecting 
future demands upon the industry, 
which appears to be generally over- 
looked, is the every growing industrial 
demands coupled with the fact that 
new production cannot be expected to 
go the pace. 


The Motion picture industry is a 
veracious consumer of silver in the 
manufacture of negative and positive 
film, and with a free export and im- 
port market for “canned drama” those 
who know anything about the indus- 
try—which authorities say is still in 
its infancy—expect to see an unprece- 
dented boom in the next few years. 
Studios are being built throughout the 
world, companies both new and old 
are branching out in every direction 
both at home and overseas, old nega- 
tives made during the past five years 
will be re-cut, re-trimmed, re-titled for 
foreign consumption, and the writer 
expects to see hundreds of thousands 
of “positive prints” shipped abroad— 
all requiring silver in their manufac- 
ture and development. 
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This is only one new angle touching 
the strictly individual end of the silver 
business. The resourcefulness of en- 
terprising and prosperous business 
men with their treasuries replenished 
from war and post-bellum conditions 
may be depended upon to take up any 
slack that may occur if over-produc- 
tion will ever become a danger. 


Silver Not Like Oil 


The latter element is not a disturb- 
ing one. A silver mine is not like an 
oil company. Any individual possess- 
ing a. likely piece of territory, may 
with some knowledge, a little money, 
and more than average luck dig a hole 
and find an oil-sand. It takes weeks 
ind often not more than months to 
locate a “well,” and if good fortune 
favors the digger, a “gusher” is likely 
to be the reward. The expense in- 
volved in oil-finding is moderate. 

Contrasting this with silver, it takes 
some years to find your ground, a few 
more to dig the hole, quite some 
trouble to get capital, and finally when 
you are about to quit you might get 
“indications.” In brief, it takes a 
lifetime and a fortune to make a silver 
mine—and if I may use a “bull”—even 
then it might not be a silver mine. 

An advance in good silver securities, 
now in apparent process of incubation, 
should last long, should go far and— 
stay there for some time. 

Meantime the writer favors invest- 
ment and specvestment accumulation 
of the “Silvers” for a reasonably long 
pull, with the likely prospect that the 
investor who is less patient may be 
favored with “action” for a part of his 
line in the near future. 

I would warn our readers to disre- 
gard the new crop of promotions upon 
which schemes a good deal of mid- 
night-oil is now being burned. I hap- 
pen to know of a lot of certificates with 
imposing gold and silver labels already 
off the press, and others ready to be 
handed out if expectations are realized. 

Avoid them or ask us before you buy. 

The writer suggests that the in- 
vestor look over the Table of silvers 
and copper-silvers when about to make 
new commitments. 








Four Important Motor Accessory 


Companies 
By JOHN MORROW 


International Motor—Stewart-Warner—Griffin Wheel and 
Splitdorf Electrical—Their Status and 
Prospects 


NE of the features of the bull mar- 

ket of the past three months has 

been the search for special stocks. 
The leadership of the standard issues has 
been only incidental. Specialties have 
been constantly in the foreground, and 
it is perhaps noteworthy that buying has 
been easily stimulated in issues about 
which information has been compara- 
tively meagre. With the cessation of 
Government war borrowing, and the 
eagerness of American business to read- 
just and to resume along normal lines, 
it is only natural that every opportunity 
should receive its fair share of attention. 
Corporations which may be “out of the 
way” companies, as far as public knowl- 
edge to-day is concerned, may to-morrow 
be in the spotlight. 


International Motor Truck 


Motor stocks have been the center 
of speculative attention all through 
the rise, and the feeling of optimism 
in the automobile trade has been com- 
municated to investors and traders. The 
so-called leaders in the motor industry 
are listed upon the New .York Stock 
Exchange, but there are companies 
whose shares have been active in the 
outside markets, and among these is 
the International Motor Truck Corpor- 
ation. This company has not always 
had smooth sailing. It has known the 
pains of a financial reorganization, but 
now seems on the high road to com- 
plete recovery. The present Internat- 
ional Motor Truck Corporation is.a 
reorganization of the old International 
Motor Co. In October, 1916, that com- 
pany was unable to meet maturing 
obligations in the shape of notes, and 
a reorganization was necessary. The 
period of readjustment did not last 
long, and before the beginning of 1917 
the new company was ready to go 
ahead. 


Holders of the maturing notes re- 
ceived new first preferred stock and 
new common, while holders of pre- 
ferred stock of the old company re- 
ceived second preferred and common 
shares of the new concern. Holders 
of the old common were given a small 
amount of new common, and also some 
second preferred. Working capital 
for the new company was furnished 
by the sale to a syndicate of $1,500,000 
first preferred stock, and 30,000 shares 
of new common. As a result of the 
readjustment the present company is 
capitalized as follows: $4,243,771 7% 
cumulative first preferred stock; $2,- 
656,450 7% cumulative second prefer- 
red stock, and 53,638 shares of common 
stock of no par value. In addition, 
the balance sheet of the company car- 
ries an account of $65,338 called “un- 
acquired securities of International 
Motor Co.” 

The 1916 earnings, covering the per- 
iod just prior to the reorganization, 
showed only a small balance over inter- 
est requirements. [From the first of 1917 
the company ran into a period of good 
business which naturally was augmented 
by the entry of the United States into 
the war with the resultant demands for 
motor trucks on the part of the War De- 
partment. 

In that year net profits were equal 
to about $12 a share on the common 
stock after deduction of the 7% divi- 
dends upon both classes of preferred 
issues. For the year ended December 
31, 1918, results were still better, and 
net profits showed a balance equal to 
slightly over $14 a share upon the com- 
mon stock. In connection with these 
earnings a word of explanation is 
necessary. Despite the favorable trend 
of earnings, directors have not yet 
deemed it advisable to initiate divi- 
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dends upon either class of preferred 
stock. In the annual report for 1918, 
President A. J. Brosseau said, “In view 
of the uncertainty of business condi- 
tions during the present period of re- 
adjustment, because of the large re- 
serves for taxes, and many other rea- 
sons that contribute to the necessity 
of maintaining a strong position as to 
cash and liquid assets, your directors 
deem it unwise to declare dividends at 
this time.” 

On the first preferred stock there 
are about 18% in accumulated divi- 
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-dends up to the present, while on the 
second preferred accumulations amount 
to about 314%, as this issue did not 
become cumulative until November 
1918. The total amount owed stock- 
holders of both classes of stock is be- 
tween $850,000 and $875,000, which 
must be satisfied before the common 
stock will be in line for dividends. 
None the less the common shares 
have responded in a strong fashion to 
the improvement in business, and to 
the excellent outlook. During 1918 
they attracted little attention, and 
early in 1919 sold as low as 12 in the 
outside markets. From that low buy- 
ing, attracted by the increasing 
strength of the company’s position, has 
carried the price to 50. It is said, up- 
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on what may be considered reliable 
authority, that a large part of the buy- 
ing has been for interests well ac- 
quainted with the status of the com- 
pany. Predictions are made that with 
decent business conditions in the motor 
truck industry, accumulations on the 
preferred issues should be paid off in 
the not distant future. 

It has been said that the main dif- 
ficulty with International Motors in the 
past was the attempt to produce and 
market several types of trucks without 
concentrating upon any one particular 
type. That policy has been changed, 
and at present the facilities of the cor- 
poration are being concentrated upon 
one type of Mack truck, and orders for 
that vehicle are sufficient to employ 
the plant for some months to come. 

In some directions the fear has been 
expressed that the surplus quantity of 
motor trucks in the hands of the Gov- 
ernment would hang over the the mo- 
tor truck industry until this surplus 
was worked off. It is interesting to 
note that from April, 1917, until De- 
cember, 1918, on Government orders. 
some 90,000 trucks were produced, and 
the total number of commercial ve- 
hicles turned out in 1918 was 218,000, 
a large gain over the totals of 1917. 
There is no disposition on the part of 
the Federal authorities to dispose of the 
surplus supplies and materials which 
the Government has accumulated other 
than in a way which will interfere least 
with the ordinary channels of business. 

International Motor shares are, all 
classes, still in the speculative stage, 
and their prospects are far from un- 
attractive, but they should be bought 
outright. 

Stewart-Warner Speedometer 

Directors of the Stewart-Warner 
Speedometer Co. indicated their opin- 
ion of the status and future of their 
company by increasing the dividend 
upon the stock from a $6 to an $8 
annual basis in January, 1919. This 
action was taken at a time when many 
corporations were slipping from a war 
to a peace basis, and paying more at- 
tention to inventory and cash position 
than to the possibility of increasing 
dividend payments. But it would seem 
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from the record of the Stewart-Warner 
Co. that directors acted well within 
the bounds of conservatism. This com- 
pany was incorporated in the last part 
of 1912, and manufactures the well 
known Stewart-Warner speedometer, 
electric clocks, searchlights, lens, tire 
pumps, vacuum gravity tanks, and auto 
guards. In all the company plays an 
important part in the motor accessory 
industry, and has been most success- 
ful, as the earnings record will show, 
Since incorporation, the lowest per 
share earnings for any one year were 
$9.20, and that surplus was returned 
in 1914. The highest record was made 
in 1916 when $21.76 a share was earned 
on the $10,000,000 stock, which has a 
par value of $100. There are no bonds 
nor preferred stock outstanding. 

In the six years of operations total 
earnings upon the common stock have 
been $96.23 per share, and a total of 
$34.50 has been paid out in dividends. 
Payments at the rate of 6% a year were 
started in 1913, and continued at that 
rate through 1918. Originally there 
was an issue of preferred stock out- 
standing, but this was retired in 1916 
at 110 and accrued dividends, 

As of December 31, 1918, the book 
value of the stock, exclusive of patents 
and good will, was $7,299,000 or $78 
a share. The item of good will, patents, 
etc., is carried on the balance sheet 
at $9,134,807, or at about 90% of the 
par value of the outstanding stock. 

The business of the Stewart-Warner 
Co. is carried on at plants located at 
Chicago, Ill., and Beloit, Wisconsin. 
In addition to the regular output, 
the company has constructed a foundry 
at Beloit for the purpose of furnishing 
facilities for taking contracts in outside 
castings. During the war period, the 
bulk of business done at all the plants 
was for the Government, and it is un- 
derstood that profits on these contracts 
were smaller than the company or- 
dinarily receives in the normal course 
of business. 

Despite that, net income in 1918 and 
1917 averaged well with that of the 
preceding years when the war and ex- 
cess profits taxes are taken into con- 
sideration. This item totaled $340,000 
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in 1918 and $407,981 in 1917, and be- 
fore deducting those obligations net 
income for the two years was in the 
neighborhood of $2,000,000, or about 
$250,000 less than the record year of 
1916. 

The balance sheet as of December 
31, 1918, showed a net working capital 
of $4,418,239 compared with $3,418,394 
for the year previous. Both these to- 
tals are well above the working capital 
for previous periods. Whereas at the 
end of 1917 inventories were about 
three-fourths of total current assets, 
they were only a little more than two- 
fifths of the total at the end of 1918, 
and were reduced in actual amount 
from $3,062,003 to $2,736,538, which 
may be taken as another reason for 
the confidence of directors in adding 
to dividend disbursements. Further- 
more, the balance sheet at the end of 
1916 showed notes payable of $700,000 
and at the end of 1917 this obligation 
stood at $400,000. At the close of 1918 
there were no notes payable. Govern- 
ment securities and cash stood at $932,- 
000, or over twice the reserve for ex- 
cess profits and income taxes. 


While the exhibit of the company 
up to the end of 1918 is gratifying 
enough, the figures of earnings for the 
first quarter of 1919 shed further light 


upon conditions. In the period from 
January 1 to March 31 profits, before 
Federal taxes, of $549,653 were re- 
ported, compared with $227,582 for the 
similar period of 1918. The results of 
the operations of the first quarter were 
equal to $5.49 a share, before the allow- 
ance for taxes. 

Although Stewart-Warner stock is 
listed upon the New York Stock Ex- 
change it commands its most active 
market upon the Chicago Exchange, 
where quotations are a faithful reflec- 
tion of operations. The range since 
Jan. 1, 1919, has been from 84 to 94%. 
Current prices are around 91, It does 
not seem as if the speculative, as well 
as the semi-investment, opportunities 
in the shares have been fully dis- 
counted by current prices. Probably 
the floating supply is comparatively 
small, and usually in companies such 
as Stewart-Warner, the closely held 
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or “inside” stock does not readily come 
on the market. In 1916 the shares 
sold as high as 119 on the Chicago 
board, and were up to 101¥% the follow- 
ing year. The low price was 42 back 
in 1913. The common stock outstand- 
ing has remained at $10,000,000 since 
incorporation, and the market value of 
this stock at current quotations is about 
$9,100,000 compared with a low of $4,- 
200,000, an increase of $4,900,000. In 
this connection it might be pointed out 
that the excess of earnings on the stock 
over the amount paid out in dividends 
up to the end of 1918 was about $5,- 
170,000. 

It has been suggested from time to 
time that Stewart-Warner was in a 
position to increase the: share capital- 
ization, and reports have been current 
that this might take the form of a stock 
dividend. In view of the steady record 
of earnings and the prospect in view, 
it would seem rather reasonable to 
suppose that, if not in the form of a 
stock dividend, capital might be in- 


creased through the offer of additional 
stock on attractive terms to stockhold- 


ers. Certainly the company is among 
those which would find it possible to 
finance with stock. 

Stewart-Warner is not alone in its 
field, but its products are so well es- 


tablished and are so well known to. 


motor users that it must be in a posi- 
tion to cope adequately with competi- 


TABLE I—NET WORKING CAPITAL— 
STEWART-WARNER 
December 31, $1,750,184 
December 31, 3,034,477 
December 31, 2,431,848 
December 31, 3,418,394 
December 31, 4,418,239 








tors. At the end of 1918 there were 
close to 6,000,000 motor vehicles reg- 
istered in this country, and motor man- 
ufacturers the country over report a 
big demand for cars, and there are 
very few cars on the road which are not 
equipped with one or more of the 
Stewart-Warner products. While the 
company maintains supply and service 
stations in this country, as well as 
abroad, it has the advantage of being 
able to place large single contracts for 
its products with the automobile maker 
direct. This naturally counts in over- 
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head, and to some degree reduces sell 
ing expense. 
Griffin Wheel 

Until it was noised abroad that the 
American Steel Foundries Co. was ne- 
gotiating for control, the affairs of the 
Griffin Wheel Co. had received lit- 
tle publicity, and not much was known 
of the company or of its operations. At 
least that was so, so far as the invest- 
ing and trading public were concerned 
But within the confines of the indus 
try with which the company is con- 
nected, its reputation was well and 
favorably known. 

Griffin Wheel in its present financial 
form, was incorporated in 1913 in Mass- 
achusetts, and it has authorized $9,- 
000,000 6% cumulative preferred stock, 
and $12,000,000 common, shares of a 
par value of $100. There are $5,849,300 
preferred and $8,723,900 common out 
standing. Dividends on the preferred 
stock have been regularly paid, and the 
earnings record of the company cer- 
tainly seems to entitle the senior stock 
to a favorable rating, and one in which 
investors may have confidence. Un 
fortunately the stock has never com 
manded a broad or ready market, al- 
though there has been an improvement 
since the possible connection with the 
Steel Foundries was reported. The 
preferred stock as well as the common, 
is not listed upon any exchange, but is 
traded in over the counter. 

Equally satisfactory has been thx 
dividend record of the common stock. 
In 1914 and 1915 $6 was paid each year ; 
in 1917 and 1918 $7, and in March, 1919, 
the same disbursement was made. Pay- 
ments are made annually under present 
conditions. Control of the company 
has rested for years with the Griffin 
Estate, and it was with those interests 
that Steel Foundries began negotia- 
tions. While no official announcement 
has been made, it is still said the ne- 
gotiations for control are proceeding 
satisfactorily. Unofficially reports hav: 
had it that Steel Foundries would offe: 
$90 a share for the majority stock with 

understanding that minority stock 
holders would receive the same offer 
The common stock is currently quoted 
75-85 in a quiet market. 
Griffin Co. makes wheels for freight 
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and passenger cars, engine tenders, street 
railways, traveling cranes, etc., and owns 
plants with a daily capacity of 6,000 
wheels. These plants are advan- 
tageously located at rail centers, in- 
cluding Boston, Detroit, Chicago, St. 
Paul and Kansas City. Another favor- 
able feature is the well developed ex- 
port business of the company. This 
has been concentrated in South 
America and the Far East. The com- 
pany, apparently, has not gone into 
the European field, but has concen- 
trated in those countries where oppor- 
tunities for the American manufac- 
turers have been considered excellent. 
It would seem as if the war period, 
when European competition in foreign 
fields was at a standstill, had offered 
an additional chance for the company 
to become well and solidly established. 

Reference to the graph will show the 
stability of earnings. In 1918, $1,120,099 
was earned after taxes, and the 


thirteen year average from 1907 to 1917 
inclusive was $1,051,954. Earnings are 
said to be dependent more upon rail- 
road replacements than upon new buy- 


ing. On this basis, while the imme- 
diate future may not seem glowing, 
the future of longer range holds its 
possibilities. Of course, should Ameri- 
can Steel Foundries absorb the com- 
pany, the position of the shareholder 
of Griffin Wheel would be subject to 
change, but there need be no fear that 
the company will be acquired on 





TABLE II—NET WORKING CAPITAL 
—INTERNATIONAL MOTOR 
December 31, 1916 $4,120,336 
December 31, 1917 6,700,272 
December 31, 1918 7,535,218 





terms other than those that would give 
to Griffin Wheel shareholders a fair 
and reasonable value for the stock. 
Splitdorf Electrical Company 

Although well known in the electri- 
cal trade the Splitdorf Electrical Com- 
pany has never attracted particular 
ittention from investors or traders. At 
present there is a limited market for 
the shares of the company, but with 
the growing demand for motor acces- 
sories the business of the company 
would seem to be in a position to in- 
crease and to bring more interest to 
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its affairs. Splitdorf manufactures 
magnetos, spark plugs and other motor 
appliances. 

For five years, from 1911 to 1916, 
the Torrington Company controlled 
Splitdorf Electrical, but in the latter 
year distributed its holdings to its 
own stockholders. These holdings 
consisted of 9,800 shares of preferred 
stock and 14,000 shares of common. 

Splitdorf has an authorized capital of 
$2,000,000 7% preferred stock and $2,- 
500,000 common, of which $1,973,000 
preferred and the full amount of com- 
mon are outstanding. 

Like all electrical companies, Split- 
dorf found the war period was one of 
growing business and of increasing 
earnings. Prior to 1916 the trend of 
revenues was not particularly en- 
couraging and profits were not large 
enough to maintain the regular 7% 
dividends upon the preferred shares. 
In March, 1916, the company owed 
preferred stockholders 26% in accumu- 
lated dividends. At that time larger 
earnings and the better outlook made 
the discharge of those arrears possible, 
and in three months all the accrued 
dividends were paid off. Since then 
the regular rate has been paid on the 
senior stock, but the records do not 
show that the common stock has re- 
ceived any dividends. 

Unfortunately late earnings of the 
company are not available, but it is 
known that up to the middle of 1917 
the company was doing a satisfactory 
business. Although the balance for the 
common stock for the year ended June 
30, 1917, was only equal to a little over 
$4 a share; a deduction from earnings 
of $400,000 on account of losses on the 
lighting and starting business was 
mainly responsible for the limitation of 
surplus earnings. 

The company was busy on Govern- 
ment work until the armistice was 
signed, and since has been engaged in 
shifting to a peace basis. If the ac- 
tivity in the automobile industry is 
any criterion, it would seem as if the 
outlook for this year’s business was 
excellent. The Splitdorf business has 
been concentrated at Newark, New 
Jersey, where a modern plant is in 
operation. 





The Floor Trader 


How He Operates—His Advantages and Pitfalls—How He 
Benefits the Public—Profits of Large and 
Small Traders 


By a New York Stock Exchange Member* 


HEN I first bought my seat on 
the New York Stock Exchange, 


I did nothing but a “Two Dol- 
lar” business. This paid very well, so 
far as it went, and I should probably 
have continued indefinitely were it not 
for a bad mistake in the execution of an 
order. ‘This occurred at a time when 
New York & New England and Western 
Union, both very active stocks, were 
traded in at the same post on the floor. 
I do not remember which stock I had an 
order, to buy, but I got into the wrong 
crowd, and did not discover my mistake 
until some time after the order was exe- 
cuted. Upon investigation I found that 
the stock I had bought was down, while 
the other which I should have bought 
was up some few points. If I had taken 
my loss instantly it would not have been 
so bad, but I let things run, and in conse- 
quence got into a bad hole. 

This experience disgusted me with the 
“Two Dollar” business—there was too 
big a risk for the small commission in- 
volved—so I decided to quit the business. 

I then became a floor trader, scalping 
for eighths and quarters. It was a rather 
precarious existence during the first year, 
and I believe I lost a little money. The 
second and third years did not show 
much improvement. Nevertheless I made 
something in these years and from that 
time to the present I have made my liv- 
ing by avoiding all commission business 
and trading on the floor. 

Chose Active Stocks 


As a rule, I select one of the most ac- 
tive stocks and stay in it, day after day. 
By thus familiarizing myself with its 
characteristics, I obtain an insight into 
the manipulation, provided any exists, 
and can trade against the commission 
house brokers. For example, I may be 
working in Smelters, and, by constant 


*Reprinted from Vol. 2, No. 1 of Tue MAGAZINE 
or WALL STREET. 


observation, I find that certain commis- 
sion houses will buy round lots in the 
morning and sell them out before three 
o'clock. Or, they will sell in the morn- 
ing and buy in the afternoon. If one has 
a good memory, and can carry in his head 
many previous transactions, these things 
work greatly to his advantage, for in 
such cases the commission house orders 
can, to a certain extent, be anticipated 

One great point about floor trading is, 
the operator can scent a move, follow the 
trend, and turn quickly if he is wrong. 
For example: Suppose I am in Union 
Pacific with the stock 125 bid, and the 
tendency upward; there are several buy- 
ers at 125 and not nearly enough offered 
at 14 to supply them. I take all the % 
and % stock and make it % bid. Other 
brokers have their limits raised, a few 
market orders come in, and buyers “at 
the market” have to pay % for what they 
want. If the strength continues I go 
along with it; if not I supply the % bids 
or offer it at 3g. All this is not apparent 
to one trading in an office, as he merely 
sees the last sales and knows nothing of 
the technical position on the floor. 


In An Active Market 


In an active market, when you once 
get the trend and find things going your 
way, it is easy to pyramid and make a 
good clean-up. For instance, I had been 
trading in Smelters for one day on a de- 
clining market. In feeling for the bot- 
tom I was licked two or three times, but 
I finally got in right when the turn came. 
I pyramided for 3 or 4 points, and finally 
turned over my line at a point where it 
showed me enough to cover all my losses 
and a fair profit besides. Had I not 
been so impatient I might have made 
some pretty good money on that deal, as 
the stock ran several points higher. As 
it was I only netted about $7,000, after 
trading in 30,000 shares. 

The great thing in floor trading is to 
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THE FLOOR TRADER 


cut your losses short and go with a stock 
o long as it travels your way. Some 
uf my greatest losses have been the re- 
ult of failure to close out my line before 
iree o'clock. I would say to myself: 
Oh, well, I have only a small loss now 
nd London may come higher in the 
iorning ; I will carry it over;” but the 
ext day I would be disappointed, grow 
ubborn, and eventually find a heavy 
ss Staring me in the face. Errors of 
iis kind have cost me well over a hun- 
red thousand dollars. 

A floor trader should be a cold-blooded 
proposition with little or no opinion, and 
paying small attention to news and gos- 

p. His most accurate guide is the ten- 
dency and the technical position of the 

arket. In some respects if a man did 
not even read the papers he would be bet- 
ter off ; for in this business it is not what 

ut know, but what you see. If you are 

rong it costs very little to get out— 
simply the $1 clearance and $2 tax on 
every hundred shares. The market is al- 

iys there, and if a trader comes down- 
town in the morning with a clean slate 
and a clear head, he is much more likely 
to have a good day than if he is worry- 
ing about some fag-ends. However, 
when a stock begins to worry me, I get 
out of it quickly, no matter what the loss. 

Practically every trader has his char- 
acteristic methods. Many of them trade 
simply in one hundred and two hundred 
share lots, and take an eighth or a quar- 
ter profit or loss. In very active markets 
they may run this into a half point, but 
seldom beyond that. The percentage 
against them is their clearance and tax. 
In their favor is their ability to scent the 
moves and go with the trend. 

Getting “Stock on the Floor” 

Many of them operate simply by try- 
ing to “get their stock on the floor”; that 
is, to make it the first lot offered or bid 
for, at a price, thereby securing prefer- 
ence in case of a transaction. To explain 
for the benefit of outsiders: If Union 
Pacific is 125 @ %, and I am the first 
one to offer one hundred shares at \%, 
no matter how much more comes into 
the market at that price I have the pref- 
erence, and the first man who buys one 
hundred at 14 must trade with me. The 
advantage thus given to a trader who is 
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successful in getting his stock on the 
floor lies in this: He sells his stock at 4% 
and bids 5 for it; if cavered there is 
$9.50 profit. If he cannot cover, he 
stops the last hundred of the \% stock, 
and has the house of whom he buys clear 
the transaction for him. This sort of 
profit-making may seem insignificant, but 
there are a great many wealthy traders 
who operate in this way, and very suc- 
cessfully, too. If a man can pull out 
$100 a day, that is'$30,000 a year; his 
time is his own, and he has no office, no 
customers and no worry. If he cuts his 
losses religiously he can stay at it indef- 
initely. 

Of course, it is a nervous business, 
but to be well equipped, a man must 
leave his nerves at home. So far as I 
am concerned I have absolutely no feel- 
ing in the matter whether I am taking a 
profit or a loss. 

Another class of traders deal in five 
hundred and a thousand share lots and 
take greater chances. Some of these op- 
erate from their offices, pyramiding if a 
stock goes in their favor, and keeping a 
stop order close under the average cost. 
Some of the largest floor traders will 
trade on the general tendency of the mar- 
ket, operating in five or six active stocks 
at once. They will trade in perhaps one 
hundred thousand shares a day in big 
markets. 

Advantage of Floor Trader 

The floor trader is a great advantage 
to the market; in a way, he cements or 
solidifies it. He is always ready to trade 
either way, and on many occasions sup- 
plies a market when no other buyers or 
sellers are available. The extreme high 
and low prices are usually made by com- 
mission houses with orders to buy or sell 
“at the market.” Many traders like to 
operate against these orders. It is not, 
however, as some people suppose, a case 
of cut-throat between traders and com- 
mission houses; they depend upon each 
other, and the concrete result of their 
transaction is a broad market for the ac- 
tive stocks. In fact, the whole array of 
floor traders, commission house brokers, 
and two dollar men, form a sort of mu- 
tual benefit society, in which the public 
is also a participant. 

We often hear Stock Exchange mem- 
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bers criticised on the ground that they 
trade against their orders. I do not be- 
lieve that ten per cent. of the brokers 
handling commission orders do any trad- 
ing for themselves. In fact, the majority 
do not trade at all, but simply execute 
their orders on a strictly commission 
basis. The specialists may trade, per- 
haps, when they know of a large lot of- 
fering, say, at 126, they will sell a hun- 
dred shares at % for their own account, 
hoping to take it back lower. If it should 
* continue strong they will stop their stock 
with one of the sellers at 126. Their 
losses thereby limited to 4%, while pos- 
sible profits may amount to much more. 

The operations of floor traders are 
often given more importance than they 
deserve. The news tickers frequently 
report “Traders raided the market,” 
when, as a matter of fact, a lot of floor 
traders and commission house clients may 
all have been caught long, and in trying 
to get out simultaneously, a considerable 
break occurs. The same thing may hap- 
pen on the other side of the market. 

A floor trader is just as apt to be 
wrong as right. To ask him his opinion 
of the market is foolishness, for he is a 
weather-cock, and keeps switching in an 
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effort to point in the right direction. | 
have often had a fellow member come to 
me in a crowd and, upon observing my 
purchases, ask: “What do you think of 
this stock ?” 

My reply would be: “I am bullish on 


it. 

Now, that may mean that I am bullish 
for a little turn or for a long pull, but 
my opinion is certainly nothing to go by 
The same party may come around fifteen 
minutes later, and, seeing me take profits 
remark: “I thought you were bullish?” 

I might say: “I am bullish for a long 
pull, but am making a scalp and thinking 
about selling some short for a turn.” 

Of course, the big money is made in 
very active markets—when prices have 
a decided tendency, and the trader can 
swing big lots and secure very larg: 
profits. It is difficult to tell exactly how 
well the traders come out at the end of 
the average year. Some of them may 
make a quarter of a million dollars on 
year and lose it all or more in the next 
These are the big plungers, however. 
The average small trader who sticks to 
his knitting and cuts his losses, is assured 
of a very handsome income with mini 
mum risk. 





DRIVE AGAINST MISLEADING ADVERTISING 


S the result of plans which have just been 

perfected, the work which the Associated 
Advertising Clubs of the World have been 
doing for the prevention of unfair competi- 
tion through misleading advertising is to be 
multiplied several times, says a bulletin which 
comes out of the Association’s offices, in New 
York City. 

The plan calls for the raising of a special 
fund of $141,000 a year (on a three-year basis) 
and the selection of five prominent business 
men to act as trustees for the fund. 

The bigger work will take four chief direc- 
tions: (1) the establishment of a force of spe- 
cial investigators working out of the head- 

arters offices of the Association in New 
York City, (2) intensive work for the estab- 
lishment of additional local vigilance commit- 
tees, (3) establishment. of a bureau to do in 
foreign markets what has been done for the 
protection of trade in North America, and (4) 
intensified work in co-operation with various 
trade associations, representing important lines 
of business, toward the establishment of 
“standards of practice” by leaders in these 
various lines for the elirgination of evil prac- 
tices which have been allowed to grow up. 

Simultaneously with the announcement that 


the $141,000 fund is to be raised and the wor! 
enlarged, comes the further announcement tha! 
more than a tenth of the special fund ha 
already been raised. Several subscription 
were made on the personal account. of th 
members, such as those of William C. D’Arcy 
President of the Associated Advertising Clubs 
Vice-President Edward T. Meredith, Vice 
President Arthur G. Newmyer, and S. ( 
Dobbs. 

Other concerns that have placed their name 
on the roll for substantial yearly amounts are 

Goodyear Tire & Rubber Co., Akron. 

B. F. Goodrich Rubber Co., Akron 

Firestone Tire & Rubber Co., Akron 

Miller Rubber Co., Akron 

United States Tire Co., New York 

General Tire & Rubber Co., Akron 

Mohawk Tire & Rubber Co., Akron 

Portage Tire & Rubber Co., Barberton, O. 

It has been announced that up to the tim 
this movement for enlarged work was started 
$1,000 was the largest Sustaining Membership 
carried in the organization, but that severa 
are now carried at $2,000 a year and mor: 
and that three new memberships are for bette 
than $3,500 a year. All are on a basis 0! 
three years. 








IN THE GOOD OLD ERIE DAYS 


The Titanic Struggle between Daniel Drew. and Commo- 


dore Vanderbilt 


An Epic of Wall Street Pointing to 


the Moral that Times and Men have Changed 
MORSE, JR. 


By J. T. 


Epitor’s Note—Those who believed that times have not changed essentially and for the 


better will find much food for 


James Fiske and Jay Gould were the “ 


reflection in the 
Fraser's Magasine for Town and Country, issue of May, 18609. The 
in our estimation has not done full justice to Commodore Vanderbilt. 


gang’ 


reprinted from 
writer, however, 
Danicl Drew, 
responsible for the 


following article 


which were chiefly 


majority of the acts perpetrated on the Erie and from the effects of which it has not 


recovered to this day. 


‘ INCE the year 1860 the Erie Railroad 
Company has grown famous. A throng 
of eager gazers, not only in the United 

States, but likewise in England and in Ger- 
many, have watched its Will-o’-the-Wisp ca- 
reer, often with an even painiul interest. Its 
notoriety seems now fully equal to that of the 
famous South Sea Bubble, or to that of George 
Law’s grand Mississippi scheme. The road, 
in the minds of the American public, seems to 
be a very peculiar compound of two distinct 
entities. There is the Erie Railroad, physical, 
and the Erie Railroad, financial; two parts 
which in other railway corporations are wont 
to be inseparably intermingled in the complete 
unity of the “Company,” like the body and the 
soul of a human being. But in the anomalous 
“Erie” an unnatural divorce has been effected 
between these component elements; and, as a 
severed worm is said to be able to do, each 
sundered portion wags along the way of its 
existence happily indifferent to the path and 
fortunes of its other half. 

The Erie Railroad, physical, traverses one 
of the finest routes in the United States, con- 
necting New York City with the great lakes 
and the “West.” It is a broad-gauge road; but 
its position and facilities have given it such a 
practical power of coercion over other lines, 
that many of these have laid a third rail for 
the express purpose of effecting the Erie- 
Connection. 

Erie’s Checkered Career 

3ut the interest of our tale centres in tracing 
the chequered fortunes of the road financial 
whose fluctuations have in a day enriched and 
ruined hundreds, and which has probably 
wrought more mischief with the morals and 
happiness of the community than all the sub- 
stantial benefits conferred on the people by 
the road physical can compensate in a genera- 
tion. The road emerged from the hands of its 
projectors burdened under a load of debt, 
against which it seemed doubtful whether even 
the wonderful elasticity of an American west 
rn railroad could bear up. First, second, 
third, fourth and fifth mortgage bonds, for 
ndefinite millions, had been issued at the enor- 
nous discount which is necessary in order to 
nake the risk of such an investment sufficient- 
y tempting to capitalists. Even among the 


shareholders there was the favoritism of “pre 
ferred” and of “common” stock; though both 
seemed likely soon to find that wretched equal- 
ity of nothingness which awaits all human 
distinctions in the grave. About 1860 and 1861 
the shares had hardly any quotable value in 
the market. In the rather powerful phrase- 
ology of Wall Street, “you couldn’t give away 
Erie stock.” But better times were at hand 
So soon as the paper money got fairly abroad, 
western railroads entered upon a rapid ad- 
vance. Three causes combined to aid this: 
First, there was the really legitimate cause of 
a substantial and rapidly increasing prosperity. 
By 1864 many a road was boldly squaring its 
shoulders, which a very. few years before had 
been bowed beneath an apparently overwhelm- 
ing incubus. Their enormous debts, too, con- 
tracted in gold, but remaining of the same 
numerical value, were in fact reduced by all 
the difference between gold and paper. Then 
there was the inevitable inflation attendant 
upon the “Legal Tender Act.” Finally, there 
was the illegitimate and noxious influence of 
wild speculation, into which even the most 
prudent business men were tempted by reason 
of the confusion and stoppage produced in 
many branches of trade and industry, which 
prevented them from using their capital in the 
ordinary quarters. Never in the world’s his- 
tory has there been a sway, at once so reckless, 
so popular, and so long continued, of sheer 
undisguised speculation, as has been within 
America, and especially within New York City 
as its grand central focus, for seven years past 
A “Street” Favorite 

It was not long before the Erie Railroad 
drew far ahead of all competitors, and became 
the favorite of the whole “street.” Partly 
this was due to chance; but partly also to 
more tangible qualities, attractive to those 
who understood all the “points” of a promising 
corporation. What these points were will be 
made clear in the course of our narrative. So 
the most prominent and daring of the pro- 
fessional speculators “took hold” of Erie: and 
soon the outside world gazed with astonish- 
ment at the rapid succession of astounding 
phenomena. Some unaccountable cause sud- 
denly set the price of this poor worthless stock 
upon a vigorous ascent. Up it went, and up, 
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It seemed doubtful when or 
where it would stop, or indeed whether it 
would ever stop. Those who had been willing 
to “give it away” began to feel very silly when 
they saw it. rising to $20 per share, then $30, 
$50, $75, par, and at last even reaching the 
neighborhood of $130. Not that this was a 
regular or an unbroken advance. For several 
days the stock would take a succession of great 
upward leaps; then suddenly it would pause, 
would fluctuate one or two dollars per day for 
a time, as if feeling a little giddy and un- 
certain in a position so unusually elevated, and 
then would fall down again as fast as it had 
gone up. A rise and a fall of fifty per cent. 
in a week soon ceased to arouse any especial 
wonder. When the stock was high it was al- 
most impossible to buy it. When it was low, 
it was as abundant as cherries in June; multi- 
tudes then seemed anxious to get rid of hun- 
dreds and thousands of shares for half, or 
even less than half of the price which had not 
induced them to sell a single share the week 
before. Precisely who owned all the stock and 
behaved in this eccentric manner, refusing to 
part with any of it at a high price, and casting 
it forth in unlimited amounts at a low price, 
nobody ever knew. Widows and orphans were 
sometimes said to hold some of it. If this 
was true, they were certainly the most abused 
members of those much abused classes: but 
we have always regarded the statement as 
probably purely rhetorical. The stockholder’s 
book was no authority on this point. One 
man’s shares stood in another’s name. Brok- 
ers, who might represent anybody, and money- 
lenders, to whom the real purchaser had hypo- 
thecated his shares as security for the loan 
with which he had bought them, had their 
names down for the great bulk of it. Only 
one thing the public was allowed to know, and 
that was, that these gentlemen who conducted 
their business on so extraordinary a principle, 
succeeded in educing from it a no less extra- 
ordinary result, and were rapidly accumulating 
gigantic fortunes. 
The Gambling Mania 

The world has seen similar spectacles be- 
fore. The mania seemed to possess everybody. 
Old-fashioned merchants abandoned the prin- 
ciples of a lifetime and “took a flyer,” ir in 
other words, bought a few hundred shares of 
Erie. Professional men, tired of their slow 
gains; clerks, sick of starvation § salaries; 
clergymen, dissatisfied with a niggardly sti- 
pend, followed fast in the same course. Even 
the fair sex, practically asserting woman’s 
rights under cover of a broker, dabbled in 
Erie shares. Month after month and year 
after year the stock continued upon its strange 
and incomprehensible course. Now the “bulls” 
ran the quotations high up, anon the “bears” 
depressed them with corresponding vehemence. 
All the while only the rascals prospered. 


and still up. 


Honest “outsiders” who did not help to pull the 
unseen wires which kept the delusive figure so 
giddily dancing, naturally failed to “catch the 


THE MAGAZINE OF WALL STREET 











step,” and their money was inevitably trans- 
ferred to the pockets of the “operators,” who 
safely managed everything from behind the 
scenes. Too often the losers did not escape 
with a simple financial ruin. An equally se- 
vere havec had been worked with their mental 
faculties, kept so cruelly on the rack, and with 
their moral qualities, debauched by the spirit 
of wild gambling. Every “corner” in the stock 
brought misery and despair to many a fireside 
that might otherwise have never known these 
visitants. Yet, still the heartless game went 
on with steadily increasing activity. In time, 
from the struggling confusion of “bulls” and 
“cliques” and “pools,” “rings” and 
“operators,” two men emerged, who quickly 
proved an overmatch for all rivals. Erie fell 
into the hands, sometimes concordant, some- 
times hostile, of Cornelius Vanderbilt and 
Daniel Drew. In the spring of 1868 the des- 
perate conflict between these men for the mas 
tery. in the fall of the same year their re- 
newed good-fellowship, and the stupendous 
results attendant in turn upon each of these 
phases. capped the climax of interest, and 
form the matter of our tale. 

Between the two, preference is decidedly to 
be given to Mr. Vanderbilt, who must be 
acknowledged to have his good traits, and to 
be in many respects superior to professional 
speculators, among whom he assumes the royal 
dignity and superior moral tone of a Getulian 
lion among the hyznas and jackals of the 
desert. He is enormously rich. So rich, that 
in counting his money by millions the world 
cannot guess, and probably he himself would 
be puzzled to say, whether the sum is two or 
three millions more or less. The foundation 
of his huge fortune was laid in steamship 
lines. whence he gained his popular sobriquet 
of “the commodore.” Now he is “the Railroad 


“bears,” 


King.” As stockholder, he may be said to 
own railroads as lesser millionaires own 
houses. The Hudson River Railroad. the 


Harlem Railroad. the New York Central Rail- 
road. are always snoken of as his private 
property, so overwhelming is the influence 
which he can bring to bear in each from his 
actual or virtual ownership of a controlling 
amount of their respective shares. These 
roads “the commodore” certainly manages 
with great skill. His administrative and exec 
ntive ability is immense. He has introduced 
into every department great vieror and thor- 
oughness, and the nublic are well pleased with 
the fruits of his labor. He annears ambitious 
of the fame of conductine his roads in the 
hest possible manner: and he takes such a 
pride in their appearance and anpointments as 
a hunting gentleman takes in his stud. 
Vanderbilt Starts to Buy 

The purchase and setting in order of a long 
and busy line of railiroad is an affair of suffi- 
cient macnitude to give even a man of Mr 
Vanderbilt's capacity a vear or two of occuna- 
tion. So it was not until the year 1867 that he 
found himself at leisure to go seriously about 
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the buying up of the Erie road. About that 
time he took the matter in hand with his ac- 
customed vigor. But he soon found that he 
was poaching on the manor of another gentle- 
man, who had very little of either love or for- 
bearance towards trespassers. Daniel Drew 
had for a long time—long, that is, as time is 
measured in the whirl of Wall Street—regard- 
ed Erie as his own special preserve. It was 
set all over with his spring-guns and man- 
traps, in which he daily caught throngs of un- 
wary intruders, and never let them go till they 
had emptied their pockets into his private 
coffers. But the machinery which brought the 
luckless Browns, Joneses, and Robinsons to 
their miserable marrow-bones, had no terrors 
for a potentate of Vanderbilt’s stature. Mr. 
Drew had ‘long been a director and treasurer 
of the company. His high-minded proceedings 
while an incumbent of these positions of trust, 
had gained him the nickname of “the specula- 
tive director.” No title was ever more justly 
given. He was a mere speculator, excelling 
the ordinary ruck of speculators in no other 
quality than a superior artfulness, securing a 
superior success. His craft and subtlety were 
immeasurable, and had always proved invinc- 
ible. But his sole aim was to put money into 
his own pocket by the skilful ensnaring of the 
speculating public. How much regard he had 
for the true interests of the road, may be 
inferred from the fact that he was wont to 
go into vast “short operations”; or, in other 
words, to manceuvre for a fall in the market 
value of the shares of the corporation of 
which he was the conscientious and honorable 
managing officer. Neither did he scruple in 
prosecuting his noble designs to use, and even 
to stretch far beyond the law, all the official 
powers which most men in similar positions 
conceive to have been entrusted to them for far 
other and contrary purposes. But Mr. Drew 
had his reward in the coveted shape of an 
enormous fortune; much less than Mr. Van- 
derbilt’s, certainly, yet more at the owner’s 
control, since none of it was locked up in 
permanent investments. 
Drew’s “Magnificent” Campaign 

In 1866 Mr. Treasurer Drew entered upon a 
magnificent campaign, from which he reaped 
golden laurels. The stock was quoted at $97 
per share, or thereabouts. This was a very 
high price, yet nobody knew but that it might 
be $160 in a week. So Mr. Drew, through his 
brokers, found no difficulty in making “short 
sales” to the amount of several thousand 
shares. That is to say, he entered into con- 
tracts by which he agreed to deliver, and other 
parties agreed to receive, within a stated 
period, so many hundred or thousand shares 
at the market price on the day of the bargain. 
Mr. Drew had not in his possession, at the time 
of sale, the shares he bargained to deliver, but 
had to buy them up in the interval before his 
contract fell due. So it must be that, if, as 
the day of delivery drew near, the stock was 
worth $125 per share, Mr. Drew would have 
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to buy it at that price and transfer it to per- 
sons who would pay him only $97 per share. 
The difference in such case would be an out- 
right loss for Mr. Drew. But if, on the other 
hand, before the time of delivery the price 
should fall to $50 per share, then Mr. Drew 
could buy for this sum what he could oblige 
others to take from him at $97; and then the 
difference of $47 per share on several hundreds 
or thousands of shares, would be the very 
handsome profit which would remain in his 
hands at the conclusion of the transaction. 

Accordingly, after Mr. Drew had effected 
“short sales” to a sufficiently extensive amount, 
he proceeded to the next stage of his little 
game. He found no difficulty in completing an 
arrangement between Daniel Drew, Treasurer, 
and Daniel Drew, Individual Spectator, by 
which the latter personage lent to the former 
the little sum of three and a half millions of 
dollars. But since it was not to be expected 
that any person should lend on simple credit 
any sum to so notoriously impecunious and 
slippery a creditor as the Erie Railroad Com- 
pany, therefore the Treasurer made over as 
collateral security to the Individual Speculator 
twenty-eight thousand shares of the capital 
stock of the company, hitherto unissued, and 
three millions of dollars in bonds, convertible 
at the holder’s option into stock. The Indi- 
vidual was well pleased with this opportune 
receipt of shares. Also he at once converted 
his bonds into thirty thousand shares more of 
stock, and so found no less than fifty-eight 
thousand shares at his instant private control. 
Forthwith he emptied the whole of this enor- 
mous amount into the broking-offices of Wall 
Street and Broad Street, and he generously 
parted with any quantity of shares at the 
lowest price which any one was pleased to 
offer for them, a basis on which sales were 
rapidly effected. Down went the quotations. 
Where the lowest bidder was the most favored, 
nobody cared to bid high. The innocent “out- 
siders” said that Erie had been abandoned by 
its friends, and would sink to its proper value, 
which was indeed a very doubtful but a very 
small amount. So it happened that when sev- 
eral gentlemen were obliged to pay to Mr. 
Drew $97 per share for many thousands of 
shares, this lucky financier was able to buy 
these shares for delivery at prices in the ncigh- 
borhood of $50 each. The necessary result 
has been already explained. 

Vanderbilt Prepares to Move 

For several months longer Mr. Drew re- 
mained the undisputed monarch of Erie. But 
Mr. Vanderbilt was quietly preparing to claim 
it as his own. At the annual election of offi- 
cers in the autumn of 1867 great was the as- 
tonishment of all when the hitherto unques- 
tioned despotism of Mr. Drew appeared to 
have been so thoroughly undermined that he 
was not even chosen among the directors. It 
is not improbable that this discomfiture was the 
earliest intimation he had of the designs of 
his great compeer. It was an awkward situ- 
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ation for him. The three and a half million 
loan was still unpaid; and it might be very 
inconvenient to return the security if demand 
were made on him at an untimely moment 
when the market for the stock had temporarily 
escaped from his control. What inducements 
he held out to Mr. Vanderbilt, or what mo- 
tives influenced that gentleman, cannot be 
surely known. But the upshot was that a 
Vanderbilt director obligingly resigned, and 
was succeeded by Mr. Drew, who again be- 
came treasurer. For a time all was tran- 
quillity and peace—a peace which cost the out 
side public dear, but which was doubtless 
grateful and profitable to the great allies. It 
proved, however, to be only one of those un- 
naturally lovely periods which sailors term a 
“weather-breeder.”. On the 17th February, 
A. D. 1868—a day long memorable in Wall 
Street—the tempest burst. 

That forenoon a Vanderbilt director ap- 
peared before a judge of the Supreme Court 
of New York, and from him obtained an in- 
junction forbidding the Erie Railroad Com- 
pany to settle its outstanding accounts with 
Mr. Drew in any shape whatsoever. Forty- 
eight hours later, proceedings were begun 
through the Attorney-Genereal for the re- 
moval of Drew from the treasurership, and 
numerous charges, as if from a copious reser- 
voir, of malfeasance in office were made 
against him. On the 3rd of March another 
injunction issued against the company and 
Mr. Drew, forbidding the issue of stock in any 


shape, the conversion of bonds, or the filling of 
existing contracts—in short, tying them both 
up so hard and fast that they seemed quite 


helpless. The truth was that Mr. Vanderbilt. 
pursuing the magnificent and imposing style in 
which he loved to do business, and which he 
usually found so irresistible, had laid his plans 
for buying up by sheer outright purchase the 
bulk of the Erie stock. As a collateral con- 
venience, he proposed to prevent its indefinite 
increase by the indefatigable Drew, and to 
keep that uncertain personage in such a condi- 
tion that he might at any moment be called 
upon to diminish materially the outstanding 
number of shares by a return of his collateral 
security. 

Now were the eager watchers of this excit- 
ing warfare in a sad quandary. If they were 
wont to quake before Vanderbilt, they were 
also wont to tremble before Drew. If the one 
might be compared to a lion, yet the other was 
very like a serpent. The odds were given upon 
Vanderbilt certainly, but the odds found no 
lack of confident takers. Drew maintained a 
serene and equable coolness. He held his 
peace, and went steadily on “selling short” very 
heavily. Vanderbilt was buying almost as fast. 
The stock slowly but firmly rose. 


An Old New York Custom 
In New York there is a custom among liti- 
gants, as peculiar to that city, it is to be hoped, 
as it is supreme within it, of retaining a judge 
as well as a lawyer. Especially in such liti- 
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gation as that now impending, it was abso- 
lutely essential to each party to have some 
magistrate in whom they could place implicit 
confidence in an hour of sudden emergency. 
Such commodities are not difficult to be come 
by in the Temple of Justice, conducted @ la 
New York. It was of course inevitable that 
Mr. Drew should move sooner or later, and 
that he too should move in the Courts. To 
this end he also desired to have his own pecu- 
liar judge. He threw out a decoy judge, so 
to speak, at first; procuring an unimportant 
injunction from him just by way of prologue. 
The Vanderbilt party played off a counter delu- 
sion justice. But when the curtain did roll 
up upon Drew’s real act in the play, it exposed 
to view still another judge, the fourth who 
had so far appeared. This personage was not 
designed for a mere walking gentleman. He 
was cast for a leading active part; and he en- 
tered on its performance with spirit. On the 
morning of the 10th of March a myrmidon of 
Drew charged before this judge that Vander- 
bilt and sundry others had, in the month pre- 
vious, combined, “to speculate in the stock of 
the said Erie Railroad, and to use the process 
of the Courts for the purpose of aiding their 
speculation:” that in pursuance of the con- 
certed plans to this end, the proceedings had 
been instituted. Upon this showing Mr. 
Drew’s judge issued his mandate against all 
Mr. Drew’s enemies, prohibiting them all alike 
from doing anything further which might be 
disagreeable to Mr. Drew; and especially from 
continuing to prosecute their suits against 
him: also directing that the Drewites should 
continue the manufacture of stock from bonds. 
This business was very quickly concluded. 
One would have almost imagined that the ac- 
tors had all rehearsed their parts beforehand, 
with such glib precision did they rattle through 
them. 

Mr. Drew contemplated his position with a 
justifiable sensation of triumph. He had 
matched his Roland against Mr. Vanderbilt’s 
Oliver, with a very ingenious result. For if 
the Vanderbilt judge had forbidden him to 
create new stock, on the other hand his own 
judge, who was quite as good a man, had im- 
peratively ordered him to do so. If he was re- 
duced to the sad necessity of disobeying one 
or other of the equal magistrates, he at least 
might indulge himself in the little comfort of 
a choice between them. Like a grateful person 
he chose to obey his own judge. 


Drew’s Coup 

So quickly had the legal transaction been 
concluded; so prompt was Mr. Drew’s action 
upon it (for it is not to be supposed that it 
took him wholly by surprise); that on this 
same 10th of March ten millions of dollars in 
bonds were converted into one hundred thou- 
sand shares of new stock, which forthwith in- 
undated the market through the flood-gates of 
Mr. Drew’s brokers. Down went the stock, 
fifteen per cent. in less than an hour. Mr. 
Drew had every reason to be satisfied with the 
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result of his “short operation.” Those who 
had believed in him waxed jubilant and rich; 
those who had placed their faith in Vander 
bilt were disheartened and poor. All alike 
were astounded at his boldness and wondered 
how long his endless fertility, craft, and au- 
dacity would suffice to keep him triumphant. 
According to their respective views on this 
important problem, the “outsiders” bought or 
sold merrily, to add to their gains or to re- 
trieve their losses. They had not long to wait 
for his next move, which, when executed, ex- 
cited no slight amusement. He was not the 
man to sit quietly down and wait for another 
of the irate ’s abundant injunctions. 
Rather he preferred to preserve his well 
earned mastery by putting himself beyond the 
reach of assault. Accordingly in the morning 
of the day following his grand coup he assem- 
bled the president and most of the directors 
at his treasurer’s office, when in extraordinary 
turmoil and haste, these worthy gentlemen fell 
zealously to work, gathering together the 
books, papers, bonds and money—being “bales 
of greenbacks”—of the Company. With these 
rammed into every species of receptacle, the 
ilarmed body of financiers got into carriages 
and made their rapid way to Jersey City. In 
another State, beyond the jurisdiction of Bar- 
nard, they breathed freely. This Hegira was 
so sudden that all the directors could not be 
ollected to take part in it. Those who were 
left behind stole stealthily over the river by 
themselves, in open boats, and found their 
hilarious comrades in their refuge in the State 
i New Jersey. A search, which would have 
ecured the most artful murderer who ever 
stumped” the detectives, found only two mem- 
vers of the board still lurking in the City of 
New York. 


Devious Windings 
We do not propose to follow the intricacies 
if this conflict in the Courts through all its 


levious windings. The most astute lawyers in 
New York soon quite lost all knowledge of 
heir whereabouts, and wandered helpless in 
the untraceable labyrinth. A few new suits 
vere begun, multitudes of motions were made, 
earings had, and decrees entered. They went 
or nothing, however. No counsel could pre- 
end to say what effect they ought to have, and 
either litigant paid the slightest attention to 
1iem. The Vanderbilt party indeed executed 
ne amusing enough manceuvre, which was 
robably due to the keen sense of humor of 
ieir clever counsel, for they gained nothing, 
nd could have expected to gain nothing, by 
They went before their judge, and asked 

1 the appointment of a receiver of the assets 
f the Erie Railroad. The judge seemed quite 
eased with the idea, and showed his sense of 
1e merits of the Vanderbilt faction by the ap 
ropriate selection of Mr. Vanderbilt’s son-in- 
iw for the position. All the assets having 
en some time before ferried across the Hud- 
m into New Jersey, and there being still held 
the shrewd custody of Mr. Drew and his 
iends, the “receiver” very naturally found 
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nothing substantial to receive. But to keep the 
ball of professional wit going, the Drew judge 
issued an injunction forbidding any clerk of 
the Courts to enter the order for the appoint- 
ment of the receiver. So all day long there 
was a hasty scramble on the part of the Drew- 
ites to get the injunction served on every offi- 
cer of the Court from the judges downward, 
and on the part of the Vanderbilt men to find 
some officer who had not had service made on 
him and who would do their bidding. Towards 
midnight the race was won by the Vanderbilt 
runners, who discovered an obscure official 
and persuaded him, by some satisfactory meth- 
od, to make the entry. It was a matter of no 
consequence, we believe, except that at the end 
of the warfare, the son-in-law got a snug little 
fortune allotted to him as compensation for 
his arduous duties in keeping nothing in par- 
ticular. 

Possibilities of Litigation Exhausted 

All this litigation now had come to a pass in 
which it could do nobody any good. Neither 
party could reasonably hope, at any rate for an 
indefinite period, to accomplish his end by its 
aid. It had become a public scandal to a de- 
gree such that all parties concerned were very 
ready to draw a veil athwart it. So the whole 
business, including now nearly a round dozen 
of suits, and each suit full of inextricable 
complications, was quietly abandoned. Nobody 
probably ever knew precisely how the various 
proceedings were finally disposed of. They 
disappeared; as it were they went out, like 
neglected lamps burning down for want of oil. 
Nobody would have anything to do with them, 
and, like bastard children, they were left to 
starve as quietly and with as little talk as 
might be. 

When it became clear beyond dispute that 
the victory was not to be won by either party 
in the courts of law, and that the ground must 
be changed, the versatile Drew met the emer- 
gency with his accustomed promptitude. The 
man of many wiles, from the cheerful security 
of Jersey City, prepared and sent forth a little 
Bill for the consideration of the Legislature of 
the State of New York. This trenchant docu- 
ment undertook to ratify and render valid by 
legislative authority the proceedings of Treas- 
urer Drew, in the conversion of bonds into 
stock, on the 19th of February and the 3rd of 
March last past, to the amount of ten million 
of dollars; and also forbade any stockholder, 
director, or oficer of any of the three roads 
above named as owned by Vanderbilt, from 
being a director or officer of the Erie road; 
thus combining in the same dose prevention 
for the future with cure for the past. The 
move was a daring one. The substantial im 
morality, if not the technical invalidity, of Mr. 
Drew’s proceedings was patent to the world. 
His present undertaking was based solely on a 
reliance, which the result showed to be only 
too sound, upon the excessive rascality of the 
New York Legislature. In a body which had 
any regard whatsoever to either its duty or its 

(To be continued) 
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To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner’s Name Before the Date of the Closing of the Company's Books 





Paid to Paid to 


Ann. Amount Holders Amount Holders 
Rate Name Declared asof Payable Declared asof Payable 


A K 
6% Amer Cotton Oil, p.. 3 % S May 15 June ..++ Kennecott C’r, ext,dd 50c Dec. 10 Dec. 


4% Amer Cotton Oil, c.. 1 % Q May 15 June L 
7% Amer Hide & L, p.. 134% Q Junel4 July @ Lake of Woods Mill,p 134% Q May 15 June 
$4.80 Am Int’l Corp, p..u $1.20 Q June 16 June 30 2% Lake of Woods Mille 3 % Q May 15 June 
$4.80 Am Int’l Corp, c..u $1.20 Q June16 June 30 > Liggett&Myers Tob,c 3 % Q May 15 June 
7% Amer Linseed, p.... 149 June 16 i 1 
12% Am Radiator, c..... 3. une 30 ~~ == 
7% Amer Shipbldg, p... 13 raw : "4c, can ky yah ~ 
7% Am Smelt & Ref, p.. 13 une } ae Otel a i 27 
4% Am Smelt & Ref, c.. June 16 stay Bugs Steves, @.. aed 
5% Amer Tel & Cable.. % QO June 1 . 
20% Amer Tobacco, c.. } June 2 National Acme 
$4 Anaconda Cop’r..m $1. Q April19 May 26 National Biscuit, p.. 
% Asso Drygoods, Ist p Q May 3 June National Biscuit, c.. 
7% Asso Drygoods, 2d p % QO May 3 June 7% Nat'l En & Stam’g, p 
6% Atch, Top & S Fe, c Q May 2 June a ae ae 
oy f salt & : 7 - ent-Pond, 
5% Atl, Gulf & WIS,p. % Q Junel0 July % Norfolk & West, ¢. 


tot 
a 
o 


x 
Rg 


RK 
KA 


RRS 


“noe 
~~ DD to We we 


°° @ 
x 
KRKgz 


Oo 
oa ne S Steel, 3% p- - _— ° yay Ohio Cities Gas, c... $1.00 

5% Beth Steel, June 16 P 
5% Beth Steel, June 16 Pittsburgh Steel, p.. $1.75 
. Beth Steel, c A.. June 16 Pitts & West Va, p.. 14% 
...+. Beth Steel, c B. June 16 1 Porto Rican-Am To..d 3 % 
6% Borden’s Con Milk, p Had % May 31 Pressed Steel Car, ¢ $2.00 

% Brooklyn Edison.... 2 May 21 e 
$8 Buckeye Pipe Line.. May 31 June 14 Quaker Oats, p 14% 


R 
19% Canadian Pacific, c.. 24% May 30 June 30 : 
% Chic Gt Western, p.. June 14 July Reading Co, Ist p... 50c 
6% Cities Service, Benes %% M May 15 June 8s 
6% Cities Service, c. 2 Te May 15 June St Joseph Lead Q June 9 June 2 
.. Cities Serv, c..ext, e y; May 15 June Savage Arms, Ist p.. 14% Q May 31 June 
. Cities Serv,c..bkrs sh gg 41c May 15 June % Savage Arms, 2d p.. 1%% Q May 31 June 
0 Cleve & Pitts, reg gtd 87%c May 10 June Savage / ’ 1%% Q May 31 June 
Cleve & Pitt,spec gtd 50c () May 10 y Southern Pacific.... Q May 31 July | 
Consolidated Gas.... 14% May 9 Southern Pipe Lines $5. Q May 15 June 2 
3 Crescent Pipe Line.. 75c () May 22 June 16 Standard Mill’g, p.. 21 May 31 
Standard Mill’g, c.. rod 31 
wes . _ ‘i Stand Oil of Cal.... une 16 
“a c Deere & Co, - , May 15 June 2 2% Stand Oil of Ind.... June 14 
$8.00 Detroit United Ry... 5 } May 16 June 2 Stand Oil of Ind, ext June 14 
8% Diamond Match..... 2 % May 31 Junel6 ‘“gi¢ So 1 of NY 
Stand Oil of NY... June | 
Studebaker Corp, p.. June 1 
June 2 June 16 Studebaker Corp, c. June |! 
June 2 June 16 
sen July July 15 Und i Ty July 
6% Eastman Kodak, May July eT WOSe Sopa Ps yuy 
10% Eastman Kodak, > ! May July Underwood Type, c.. 2 % 5 July 
inne Mata o Ma July .... Underwood Type, c,ext,xx 5% July 
——_ — y y Union Pacific, c.... 24% July 
Uni Cig Strs of A,p 14% June 16 
May June United Drug, 2d p.. 14% June 2 
Uni Dyewood Cor, p 1%% June 14 July 14 
U S Ct Ir Pipe&Fy,p 1%% June 2 June !4 
U S Steel, May 5 May ‘ 
U S Steel, c May 29 June 


ie) 


7% Eastern Steel, Ist p. 
7% Eastern Steel, - p. 
10% Eastern Steel, 


“a 
oe 
~ 
x 
& 


x 


~ 
~ 


oom OOD OO 


wx 


5% General Asphalt, p.. 
8% Gen’! Chemical, c... 
7% General Cigar, p.... 
6% Georgia Ry & P, Ist p 
...» Ga. Ry & P, Ist p ext 
7% Goodrich (BF), p.. 
7% Gulf St’s Steel, 1st p 
7% Gulf St’s Steel, Ist p 
7% Gulf St’s Steel, Ist p 1 
6% Gulf St’s Steel, 2d p 
6% Gulf St’s Steel, 2d p 
6% Gulf St’s Steel, 2d p 


© 2) oe) 


n ——— 


July 1 July 


~ 
i) 


. Virginia Ry & Pow, p 3 
w 

6% White (JG) & Co, p 1% 

$4 White Mote $1. 
8% Woolworth (F W), c 2 


a 


Q May 15 June |! 
June 14 June 3 
May 1 June 


aiteien t 
RS 


x 
~% 


5% Hartman Corp...... d—-Payable in script. 

4% Hart, S’r & Marx, c 1 ext—Extra dividends. “~ 

6% Harb-Walk Refrac, p 1% y gg—Includes regular monthly 4% cash dividends 
6% Harb-Walk Refrac, c 14% A —ae speeee from sale of stock dividends due 

00 -stake Mining.. 5 ay ankers Shares. 
a ¥ ss—Subject to approval of Director General 
Railroads. 
7% Illinois Central... .s 3 J u—Rate not increased. Declared on 80% paid 


$8 Inland Steel J stock. 
7% Inter. Harvester, p.. 13 ( m—On account of accumulated dividends. 


¢ 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 
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Boston & Maine Seeks Extension of Time 


J. L. Dougherty of Springfield, and other 
trustees for company stock appointed under 
the New Haven dissolution decree of Oc- 
tober, 1914, have. petitioned the Federal 
District Court to extend the time in which 
they may hold stock to July 1, 1921, as 

lows: 521,480 shares of preferred stock, 
50,254 shares of common stock of the 
soston & Maine Railroad and other rail- 
road securities. 


Buffalo, Rochester & Pittsburgh Assets 
In assuming control, Jan. 1, 1918, the 
Director General took over the following 


issets: 
$1,422,153 


Cash 
\gents’ balances 304,244 
2,932,330 


Mater. and supp 
$4,658,727 


According to the agreement, out of the 
amounts received from the company in 
cash collected or realized upon the cur- 
rent operating assets, he has paid the cur- 
rent operating liabilities of the company 
nd other claims prior to Jan. 1, 1918, and 
is to account for the balance in the quarterly 
settlements. At the end of Federal control 
he is return materials and supplies equal 
n quantity and quality to that he received, 
or account for the same at prices of that 
time, 

As definite settlements under this con- 
tract have not begun, the Railroad Admin- 
stration have advanced from time to time 
s follows: 

On a/c annual compens........ $860,000 
Loans on notes...... : 1,440,000 


Investment in the road during the year 
amounted to $1,947,756, and in equipment 
to $2,995,563. 


Chesapeake & Ohio has Bright Outlook 

Activity in converting 5% bonds is in 
response to the advance in the stock. The 
bonds are convertible into common stock 
up to April 1, 1920, at $75 a share; from 
\pril 2, 1920, to April 1, 1923, at $80, from 
\pril 2, 1923 to April 1, 1926, at $90 and 
from April 2, 1926, to April 1, 1936, at $100. 


The 4%% convertibles have also advanced 
but their conversion privilege is less at- 
tractive. Because of the high earnings of 
the company there has been talk of an in- 
crease in the dividend rate. Present divi- 
dends are being earned about three times 
over. 


St. Paul’s Dividend Outlook 
There would appear to be little possibility 
of the resumption of dividends on St. Paul 
common stock. As far as the Government 
guarantee is concerned the pref. dividend 
might be paid, although in view of the un- 
certain outlook its advisability is doubtful. 


Cleveland, Cincinnati, Chicago & St. Louis 
Refunding Mortgage Authorized 


Stockholders approved the creation of a 
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Issues shows at a glance how 
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his holdings of the various is 
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maximum exemption from 
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profits and war-profits taxes 
Please ask for Pamphlet No. 
709. 


Spencer Trask & Co. 


25 Broad Street, New York 


ALBANY 
Members 


BOSTON CHICAGO 
New York Stock Exchange 








(265) 











266 


refunding and improvement mortgage, un- 
limited in authorized amount but issuable 
only under carefully guarded restrictions 
for funding and refunding purposes and 
other capital requirements, as may arise 
from time to time. 


D. & H. Inadequate Under Gov’t Control 

President Loree told stockholders at the 
annual meeting that maintenance of way has 
been inadequate both as to quality and quan- 
tity in the year just passed under Govern- 
ment control. 

At the annual meeting of the company, 
retiring directors were re-elected. 


Denver & Rio Grande on a Pre-War Basis 

A Grand Junction Col. dispatch stated 
that men in the machine and car repair 
shops of the company were laid off on the 
order of F. T. Owens, master mechanic, 
due to light operations. The order applies 
to the entire system, and hundreds more 
are affected. 

The statement said: “The order is effect- 
ive immediately, and places the motive 


power department upon a pre-war basis. 


Lehigh Compensation Contracts 

Compensation contracts signed by Di- 
rector-General Hines were: Lehigh & New 
England R. R. Co., at $1,135,760; Atlantic 
& Western at $12,660. 

Three co-operative contracts were also 
signed: Kalamazoo, Lake Shore & Chicago 
Ry. Co.; Erie & Michigan Ry. & Navigation 
Co.; the Bowdon Ry. Co. 


Louisiana & Northwestern Ordered Sold 

This company’s road, about 115 miles, ex- 
tending from Magnolia, Ark., to Natchi- 
toches, La., had been ordered sold by the 
U. S. Court at Shreveport, La. It is un- 
derstood that the line will be continued in 
operation. 

The company has outstanding $100,000 
prior lien 5% bonds due 1945, $2,150,000 
first mortgage 5% bonds due April 1, 1935, 
and $2,300,000 common stock, and has been 
in the hands of a receiver since August 


1913. 


M. K. & T. to Pay Back Interest 

Coupons due Nov. 1, 1918, on the follow- 
ing bonds will be paid by J. B. Barnes, 
agent in New York for Charles E. Schaff, 
receiver of the Missouri, Kansas & Texas 
Ry. Co.; the Missouri, Kansas & Oklahoma 
R. R. Co., first mortgage 5s; the Booneville 
R. R. Bridge Co.., first mortgage 4s, and the 
Dallas & Waco Ry. Co., first mortgage 5s. 


Missouri, Oklahoma & Gulf Plan Ready 

Committee for the first mortgage 5%. 
bonds were informed of the particulars of 
a plan of reorganization prepared by W. 
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C. Hook, of the U. S. District Court at 
Kansas City, Mo. The committee is for- 
warding to depositing bondholders circulars 
outlining the plan. 


Northern Pacific Rate Raise Questioned 

Authority of the Director-General to fix 
freight and passenger rates is to be deter- 
mined by the Supreme Court. Appeals 
were filed by the Government from North 
Dakota Supreme Court decrees enjoining 
this Company from charging increased 
rates. 


Philadelphia, Baltimore & Washington 
Earns $3 Per Share 

Annual report of the company for the 
year ended Dec. 31, 1918, shows net in- 
come, after charges, of $1,587,604, on the 
$26,437,000 stock, compared with $9.47 a 
share in 1917. 

The income account for the year ended 
Dec. 31, 1918, shows: Rental from lease of 
road $2,694,036, other income $1,384; net in- 
come after charges $1,587,604; dividends, 
$1,586,220; surplus, $1,384. 


Philadelphia & Reading to Build Terminal 

As soon as the Government restores the 
company to its owners, work on a $1,000,000 
terminal in Camden, N. J., will be begun. 
According to agent Chambers, it is costing 
the company more to operate the terminal 
in its present state, than with the larger 
one it expects to erect. 


Pittsburgh, Ft. Wayne & Chicago for Ex- 
change 

At the spécial meeting held on Oct. 17, 
1917, and at the annual meeting May 15, 
1918, the capital stock was increased from 
$72,150,585.71 (guaranteed 7% stock $19,714,- 
285.71 and guaranteed special stock $52,- 
436,300) to $100,000,000. Of the $72,150,- 
585.71 outstanding, the original amount of 
capital stock of $19,714,285.71 is to be pre- 
ferred capital stock, and the remaining $52,- 
436,300 of former Guarznteed Special stock 
is to be common capital stock, and all stock 
hereafter issued is to be common capital 
stock. 

Exchange.—The new stock, both pre- 
ferred and common, is to be exchanged at 
par for the corresponding outstanding is- 
sues, each to bear 7% annual interest, pay- 
able Q.-J., each being guaranteed by an 
obligation of the Pennsylvania R. R. 

Holders of outstanding Guaranteed Origi- 
nal and Special stocks are requested to 
send their certificates to Messrs. Winslow, 
Lanier & Co., transfer agents, New York. 

Special Dividend.—As soon as practicable 
after the new stock is exchanged and the 
costs and expenses, including taxes, and in 
the issuance and substitution of certificates 
of stock, are ascertained, it is expected that 
the company will declare a special dividend 
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Ohio Tax Free 
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tax free preferred stock yielding 
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The business shows a substantial in 
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(understood to amount to about $1,000,- 
000), payable from the cash and funded se- 
curities in its treasury, to all its share- 
holders other than the Pennsylvania R. R. 
and Pennsylvania Co., which have waived 
the payment of such special dividend to 
them. 

Net earnings of the corporation for April, 
after all taxes, were between $70,000 and 
$75,000, the best so far this year, or at an- 
nual rate of $15 a share. This compares 
with $45,000 net in January, or at rate of $9 
a share. 

Demand for the company’s products is 
increasing steadily, and while production is 
being enlarged, sales are ahead of output. 
In April orders for 14,000 magnetos were 
booked. 

Plans of the management are to increase 
production to double the biggest output of 
when the concern was German-owned. It 
is expected peak of production will be 
reached in September and that operations 
for the year will equal $20 a share on the 
60,000 shares after all charge-offs, including 
taxes. 

Amer. Locomotive Gets Foreign Order 

Company has received an order for 150 
freight locomotives for the Italian Govern- 
ment. These are duplicates of 250 engines 
previously supplied Italy by the same com- 
pany. 


The value of the order is $6,000,000. De- 
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liveries extend over the first quarter of this 
year ; 
Amer. Woolen’s Business Increases 

Business in the past two months has 
picked up sharply. Forward orders for 
next season’s goods are practically normal. 
The price cuts with which the company 
opened the 1919 fall season, brought in 
business in volume until it was necessary 
to withdraw lines, advance prices, and cut 
down orders. 

The Lawrence strike is in its thirteenth 
week, but four-fifths of the workers are 
now at work. The number is increasing 
weekly. It may take six or eight weeks for 
all to return. 

Atlantic, Gulf & West Indies Purchase 

Plan Off 

From sources in close touch with the 
affairs of the company it was learned that 
negotiations started some months ago for 
the purchase of the Clyde, Mallory, Ward 
and New York and Porto Rico Steamship 
Companies have fallen through. 

California Packing Conversion Privilege 

Record high price of 6634 for the common 
stock, the conversion of the preferred, con- 
vertible into the junior issue in the ratio 
of one share of preferred for 1% of com- 
mon, is profitable for the first time, pro- 
vided preferred was at par. 

About 84,000 shares of preferred are out- 
standing. The conversion of the number 
of shares outstanding would require 126,- 
993 shares of common, and 150,000 were re- 
served at time of organization for this pur- 
pose. 

The company has outstanding 338,917 
shares of common of no par. While the 
preferred is callable at 115, holders have 30 
days in which to convert. At the callable 
price for the preferred, the common would 
have to sell at 762/3 to make the conver- 
sion profitable. 

Crucible Steel Earnings Decreasing 

According to an official of the company 
earnings in April, 1919, were one-half what 
they were in March and one-half in March 
what they were in February. 

Operations at present are under 50% of 
capacity; about one-half is on new business 
and the balance on old. Old orders are 
nearly worked out. A further decline in 
operations is considered probable unless 
there is speedy adjustment of the price con- 
troversy. 

The company thus far in its fiscal year 
has expended $6,000,000 on new construc- 
tion. 

The Government is negotiating with the 
company for further suspension or cancel- 
lation of ordnance contracts. 

The company has large claims against 
the Government on contracts previously 
canceled. As yet it has not been able to 
effect settlement. 

It is officially stated there is no early 
prospect of a cash dividend. 
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Crucible Steel officials declare that at 
present, owing to the uncertainty injected 
into the situation by price-fixing, condi- 
tions are far from satisfactory. 


Officials feel something should be done 
by the Government to stimulate business. 
Unless there is a material improvement in 
earnings Federal tax receipts from corpo- 
rations will be greatly reduced, it is 
pointed out. 


General Motors Sells Debentures 


To provide additional cash for its increas- 
ing business, the company has sold $50,- 
000,000 6% debentures, part of the author- 
ized issue of $150,000,000, of which $50,740,- 
800 have been outstanding. The new de- 
bentures will shortly be offered by a New 
York banking syndicate. 


International Nickel Passes Dividend 


Directors of the company voted to omit 
a quarterly dividend on the common stock. 
Three months ago 50 cents was declared. An 
official statement said: 

“Because of the decreased earnings dur- 
ing the last quarter of the fiscal year, due 
to falling off in domestic business and al- 
most entire cessation of foreign business 
and because it is desirable to conserve cash 
to meet further contingencies, the directors 
think it inadvisable to make any distribution 
on the common stock at this time.” 


International Agricultural to Build 
Has authorized the erection of a big new 


plant at Boston. Building of this plant and 
extension of phosphate activities in prepara- 
tion of expected business will involve 
$750,000. 

The company’s sales this year were of 
record proportions and plants are being 
rushed to keep up with demand. 

It is probable that another plant, at Nor- 
folk, Va., will be erected in not distant 
future. 


International Paper Mills Shut Down 


All the paper mills of the company in 
U. S. are shut down as a result of the strike. 
Officials refuse to make any comment. 

The paper makers asked an increase of 
15%, which was granted, and pulp suiphite 
and paper mill workers complain of dis- 
crimination in being offered only a 10% 
advance. 

Lee Rubber’s Dividend Prospect 


President Watson, of the company, when 
asked regarding the prospects of an early 
dividend on the stock, replied: 

“While the Lee company is doing a good 
business, the sales for the first four months 
of this year having shown an increase of 
10% over the same time in 1918, I see no 
likelihood of any dividend being paid on 
the stock in the near future.” 
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Manhattan Shirt Co’s Large Business 


Strength in the common stock of the com- 
pany is due to the big increase in sales, 
and the expectation that directors at their 
meeting on May 15 will increase the div- 
idend. The present rate is $4 per annum, 
and the next declaration is expected to be 
$1.50, or at an annual rate of $6. 

Since the close of the fiscal year, Nov. 
30, 1918, domestic business of the company 
has been running 20% ahead of the previous 
year. Recently there has been a rather 
urgent foreign demand for the company’s 
products from France, Serbia and Egypt 

The eleven plants are running at ca- 
pacity and a large addition now being made 
to the Pawtucket, R. I., plant will double 
its capacity. The company is going into 
the manufacture of pajamas, and its under- 
wear business, started last year, is double 
that of 1918. 


Punta Alegre Stock Increase 


At a meeting of directors it was de- 
cided to recommend approval of an increase 
in the common stock from 160,000 shares 
to 240,000 shares. 

It is planned to offer to each holder cf 
record July 1, 1919, the right to subscribe 
at par ($50) to one additional share of 
common for each three held. 

The amount of new shares to be issued 
will depend on conversions of the company’s 
bonds into stock on July 1, but the mini- 
mum to be raised will be $1,286,000 

The issue has been underwritten by Hay- 
den, Stone & Co. 


U. S. Rubber’s 1918 Earnings 

Gross and net are running at a figure 
which if maintained all year may eclipse 
the showing in 1918 when the company 
earned nearly $31 a share on its common 
stock. 

There is not the slightest chance of a 
dividend on Rubber common before July 
and the chances are remote that any will 
be declared then. Instead it would hardly 
be stretching a point to say the chances 
are a little better than in the current year. 
When it comes, the initial rate will prob- 
ably not be over 6%. 


U. S. Steel’s Steel Situation 


Judge Gary, chairman of the corporation, 
when asked to discuss the statement by 
the Director-General of Railroads, follow- 
ing the conference between steel industry 
representatives and the Railroad Adminis- 
tration, said: 

“We desire to avoid any controversy with 
the railroad or any Government department. 
It is a time when all interests should co- 
operate to facilitate improved industrial 
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conditions. The statemeat of the Director- 
General, if it had been made after ac 
quaintance with the facts and iigures and 
had been accurate in all respects, would not 
have any bearing upon the present situation. 


“On the present basis, cost of production 
would not permit any further reductions in 
selling prices, without lowering the wage 
rate.” 


Va.-Carolina Chemical Earnings Prospect 


It is expected the annual report of the 
company for the year to end May 3], will 
show a reduction in gross business. The 
falling off it estimated at 10% to 15%, in- 
asmuch as sales for the year to May 31, 
1918, were $122,000,000; a gross overturn of 
$100,000,000 is indicated for this year. 

In some sections the company’s fertilizer 
sales have been reduced; demand has not 
been as great as last year. 

Net for 1919 should amount to $15 a share, 
which would mean that in four years pro- 
fits of $60 a share on the common have been 
accumulated, of which only a sixth has been 
paid in dividends. 

The export of phosphate rock, one of the 
company’s peace products, has not begun 
in volume. The demand is good, hut lack 
of tonnage interferes. In addition, at pres- 
ent there is a strike on at all of the Florida 
mines. 
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Willys-Overland Strike Negotiations Off 

Despite the breaking off of negotiations 
between Mayor Schreiber and employees 
ind officials of the company, it was stated 
that both the company and the men have left 
the way open for further discussion. 

Conferences came to a termination after 
four days of negotiating. 

The company says they will reinstate 
the men if they will work 48 hours a weck. 
The men insist upon a 44-hour week and 
wage increases of from 10 to 25 cents an 
hour. 


PUBLIC UTILITY NOTES 


B. R. T. Plans Receiver’s Certificates 

Receiver Garrison, of the company will 
ask Federal Judge Mayer on May 15 to 
approve the issue of $15,000,000 of receiver's 
certificates, which have already been ap- 
proved by ex-Judge Lacombe, Special Mas- 
ter in the receivership proceedings. The 
issue, if allowed, will be part of the $20,000,- 
000 which Receiver Garrison has stated 
would be required to finance the property 
and place it in proper earning position. 

It was said the certificates would run 
Yor one year, maturing on June 1, 1920, 
and pay 6% interest. Receiver Garrison 
will ask permission to sell the certificates 
either at par or at a discount as may be 
found necessary. 


Carranza Returns Lines 

Electric Railway system of Mexico City 
and its suburbs has been returned to its 
original owners, a company of English and 
Canadian capitalists, under instructions of 
Pres. Carranza. Careful accounts were kept 
during the Government's control of the 
system and the Secy. of the Treasury has 
been instructed to make proper reimburse- 
ments in accordance with the business trans- 
acted. 


Cons. Gas Co. of New York 
Federal Judge Mayér refused to dismiss 
the suit of the company to set aside 80-cent 
gas rate, and fixed May 15 for settling order 
and appointment of special master to hear 
testimony on the company’s allegation that 
the rate is confiscatory. 


Dallas Pr. & Lt. Plan Merger 

Will expend $500,000 to purchase and con- 
solidate the properties of the Dallas Ice, 
Fuel, Light end Power Co. and the Carroll 
Electric Co. 
N. Y. Telephone Promise Improved Service 

Promise of improved telephone service 
for New York City in two months was made 
by V.-Pres Bethell, of the Merchants’ Asso- 
ciation. The merchants recently complained 
that the service was wholly inadequate. 
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Thousands of student operators are being 
trained for switchboard work, Mr. Bethell 
writes, and workers that went to war are 
returning. 

While the service will be satisfactory 
in two months, not until a construction pro- 
gramme entailing the expenditure of $26,- 
225,000 is carried out will the standards that 
obtained before the war be reached. This 
includes a new toll board, costing $1,250,000; 
central office equipment, new installations, 
$12,000,000, and for outside plants, $9,300,000. 
Work on these improvements has already 
begun. 


Northern States Power Earnings Increased 
17.31% over 1917. 


Annual report just issued for the year 
1918 shows that the aggregate gross earn- 
ings increased 17.31% over 1917, and net 
earnings increased 4.52%. Additional in- 
creases in rates became necessary, and were 
put into effect in July and October, 1918. 
Approximately two-fifths of the increase in 
gross earnings may be considered the result 
of increased rates. 

President H. M. Byllesby says in the re- 
port: “No dividends were paid on the com- 
mon stock during the year under review. 
Che entire balance of net earnings, after 
payment of preferred dividends, were set 
aside for depreciation reserves and 


. . ” am- 
ortization. 


Pacific Gas, Lt. & Coke Large Earnings 
Claimed 


War bride dividend of $2,000,000 may be 
divided by the company unless it pays to 
firms supplying it with its materials more 
than the Chicago market rates, according to 
A. S. Little, engineer for the P. U. Com- 
mission 

Following an investigation of the books, 
he said it is costing the company 62.9 cents 
per thousand feet to produce the gas now 
supplied consumers. An operating state- 
ment shows the company is receiving 87 
cents per thousand while it receives 4 cents 
per thousand from other sources. 

This represents an operating profit of 18 
cents on each thousand feet or $4,950,000 
on the company’s estimated output for the 
year ending April 1, 1920. After bond in- 
terest and other obligations the surplus for 
distribution is estimated at $2,000,000. 


Philadelphia Co. Earnings Increase 

During the last four years earnings of the 
various departments of the company, aside 
from street railways, have shown increases. 
Higher operating expenses during the war 
period kept net from increasing proportion- 
ately. However, higher rates have recently 
corrected this condition, and net earnings 
have recently shown material increases. 
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So. Counties Gas Would Acquire Franchises 
Has filed with the R. R. Commission a 
st of franchises it will acquire if the Com- 
ission approves the plan to purchase the 
as plants of the Santa Barbara Gas and 
lectric Co. and the Southern California 
‘dison Co., with a request it be authorized 
) operate under these franchises. 


United Lt. & Ry. Net Increasing 
Net earnirgs of the company after taxes 
ave been snowing steady gains in recent 
1onths, with the best showing for the 12 
onths ended March 31, last. Net for that 
eriod amounted to $2,647,804 which com- 
ires with $2,647,609 for the twelve months 
ided Oct. 31, 1918. 


Oil 

Anglo-American Oil Removal of Duty 
Announcement by the Chancellor of the 
xchequer of Great Britain that the license 
uty on gasoline will be removed is favor- 
le development for this company, the 
tandard Oil Co.’s marketing in Great 
sritain. While the war was on gasoline 
1 Great Britain was restricted to army and 
avy requirements. With the tax removed, 
iere will be a large increase in the use 
f gasoline and petroleum products by in- 
lividuals. This business is highly profit- 
le, as indicated by the high price of gaso- 
ne in England. 

The value of the company, the largest 
iarketing company in Great Britain, has 
een additionally increased by the plans 
f the British Government to control its 
| industry. 


Caddo Oil Statement by Pres. 

Pres. Smith has issued a statement of af- 
irs of the corporation. He states that 
ie present earnings are $100,000 per month 
nd upon completion of the new refinery 
ith the company’s added properties and 
icilities it should earn $4,000,000 per annum. 
Through the recent sales of 85,000 shares 

» Prichitt & Co., the corporation has béen 
plied with $2. 560,000 cash working cap- 
Pres. Smith says the company owns a 
finery at Cedar Grove, La., with a monthly 
ipacity of 60,000 bbls. This is at present 
inning to capacity and earning profits of 
1.078 per barrel. The company will pro- 
ed immediately to erect a modern refinery 
' 5,000 bbls. per day, which should be in 
eration by Jan. 1, 1920. The company 
vns 83 miles of pipe lines which tap the 
ntire North Louisiana fields. It also owns 

144 new tank cars and controls under lease 
) additional tank cars. On the properties 
wned Pres. Smith says there are 84 pro- 
icing wells with a daily production of 
000 bbls. 


Commonwealth Pete. Purchases Property 
The purchase of a thirty acre lease in 


range County, California, has just been 
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completed, in the new field recently dis- 
covered by the Union Oil Co., who brought 
in a 10,000 bbl. well and now producing 
4,400 bbls. per day. 


Continental (Oil) Refining 

This company, whose shares have shown 
activity on the Curb recently, was incor- 
porated in 1915 in Oklahoma and is capital- 
ized at $1,000,000 in common stock, and 
$300,000 in 8% cumulative convertible pre- 
ferred, the par of hoth being $10. About 
$825,000 is outstanding on both issues. The 
common is now on a 12% basis after receiv- 
ing substantial stock and cash dividends. 
Beginning business with a 200-bbl. plant 
earnings were reinvested as earned, so that 
its refinery at Bristow, Okla., now has a 
capacity of 2,500 bbls. daily, together with 
its own pipe lines, storage facilities, tank 
cars, etc. Its producing leases were turned 
over to the Continental Petroleum Co., 
which company it is said to control. Earn- 
ings by years: 1916, $62,500; 1917, $249,350; 
1918, 236,140. Assets are appraised at $1,- 
384,000 and current liabilities approximately 
$300,000. 

It appears to be a growing company un- 
der capable management. 


Cosden & Co. Estimate of Earnings 

Earnings of the company for 1918, to be 
announced shortly, will exceed $9,500,000. 
This is before all deductions. Current gross 
earnings are placed at $1,000,000 a month. 
For the quarter ended March 31, 1919, the 
company earned $2,000,000, but the current 
quarter will show improvement. 

The company’s gas well, Caruth No. 1, 
in the Ranger field, Texas, recently brought 
in, is said to be the largest in the world, 
coming in originally with a flow of 80,000,- 
000 cu. ft. Two hundred barrels of oil also 
are being obtained daily. When the gas 
sufficiently subsides, the company plans to 
drill the well deeper. 

The company’s main income at present 
is from refining 18,000 barrels daily at its 
plant in Tulsa, Okla. Its own production 
is 10,000 barrels of oil a day. 

Financial America, May 1, 1919, stated 
that the company has brought in a 500-bbl. 
well on acreage in the heart of the Garber, 
Okla., pool. 


Freeport Texas Resumes Dividend 
Directors have declared a dividend of $2 
per share, payable May 20, 1919, to stock- 
holders of record May 15. This is the first 
declaration since May 15, 1918, when $1.50 
per share was paid. The dividend was not 
declared for any special period. 


Galena-Signal Merger Contemplated 

It is believed that a consolidation of this 
company and the Houston Oil Co. is matur- 
ing. Rumors are that any such merger 
will be worked out on a basis of share 





272 THE MAGAZINE 


for share for common stocks of both com- 
panies. There is $20,000,000 Galena common 
of which $15,000,000 is outstanding. Both 
companies are under constrol of J. S. Cul- 
lian and associated interests. 

The Houston Oil Co. controls 800,000 


acres in Texas. 


Humbel Oil New 2,600 bbl. Well 
Has brought in a 2,600 bbl. well in the Burk- 
burnett pool, producing from 1,700-foot sand. 


Island Oil Makes Large Contract 

Corporation has concluded a contract with 
the Warner Quinlan Asphalt Co. for annual 
delivery of 700,000 barrels of petroleum at the 
Island pipe line terminal and shipping station 
at Palo Blanco, Mexico. This brings the con- 
tract deliveries of the company above 4,500,000 
barrels a year and with its current contracts 
for spot delivery the total is aove 7,000,000 
barrels. Contract delivery amounts have been 
exceeded in recent demands for the company’s 
product. 


Magnolia Pet. Brings in 4,200 bbl. Well 
Company’s No. 1 Terrell well in Eastland 
County, Tex., is flowing at 4,200 barrels a day. 


Maryland Ref. Profit Sharing Plan 
Has adopted a profit-sharing plan for em- 
ployes, to increase efficiency and eliminate 
labor troubles. Under the plan each employe 
will receive the same percentage of bonus on 
his wages as the stockholders receive on their 
stock. 


Merritt Oil Outlook Good 

As result of its recent acquisition of a large 
block of Merritt Oil Corp. stock, giving it 
complete control, the Midwest Refining Co. is 
hastening drilling operations on the Merritt’s 
acreage in the Big Muddy field in Wyoming. 
The daily crude oil production of the Merritt 
Oil Corp. now is 6,000 barrels. Accumulation 
of earnings will result ina dividend on Merritt 
stock shortly, according to present plans. 


National Oil Expansion Program 

With a view of better facilitating its in- 
creased business since the war, the company 
has adopted the following program, according 
to announcement by Pres. Reilly: 

“Ist—Obtaining ocean transportation 
handling our Mexican oil. 

“2nd—Aggressive development program in 
Texas fields. 

“3rd—Constructing a large refinery (topping 
plant) at tidewater for light Mexican oil. 

“4th—Engineering the lubricating refinery.” 


for 


Negotiating for Foreign Trade 
Negotiations between the company and for- 
eign steamship lines for supply of fuel oil are 


progressing. Plans of the company for hand- 
ling this business call for formation of a 
British company jointly owned by Mexican 
Petroleum and big British shipowners. This 
would be similar to the arrangement which 
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Standard Oil has in England, through the 
Anglo-American Oil Co. The supply of oil 
under negotiation is vast, and deliveries would 
extend over a long period of years. 


Mexican-Panuco Oil Co. 

This company whose stock is enjoying an 
active market on the “Curb,” is a Delaware 
corporation and capitalized for 300,000 
shares, par value $10. Present production 
of the company is at the rate of 10,000 bar- 
rels daily or in excess of 3,500,000 annually. 
Has proven leases located in the celebrated 
Panuco Field and adjacent to holdings of 
Empire Refining, Standard Oil Co. of N. J., 
Texas Co., and Royal Dutch Shell Co. With 
oil at 25 cents a barrel, the company’s pres- 
ent production would show net earnings 
at the rate of over 23% per annum on its 
present capitalization. 


Ohio Cities Gas—New Purchase 

Company has purchased the Moore Oil Co., 
retailers of oil with 50 stations in Columbus, 
Cincinnati and Logansport. The Moore Oil 
Co. does a gross business of $5,000,000 annu- 
ally, and in addition to retailing oil manufac- 
tures soap, grease, and kindred products 
Acquisition will assure the Ohio Cities Gas Co 
of additional outlet for its products. 


Pierce Pet. Makes Purchase 

The company has purchased producing prop- 
erties in the Kern River district, Bakersfield 
The camp has 7 producing wells, and room for 
drilling 5 additional ones, which will be done 
at once. The production—fuel oil, 14 gravity 
—which is 8,500 barrels a month, has been sold 
to the Standard Oil Co. of Cal. 


Pitts.-Texas Acquires Large Refinery 

Deal for the Boynton Refining Co.’s refinery 
at Boynton, Okla., with its tank cars, pipe lines 
and stocks on hand, has been closed. The deal 
involves $1,000,000. 

The refinery has a capacity of 3,000 barrels 
a day and has been operating on the high grade 
crude obtained from the Boynton, Bald Hill, 
Both Sand and Morris Oil Pools in Okmulgee 
County, Okla. 

At a meeting of the directors, T. R. Conwell, 
a prominent oil operator, was elected vice 
president and treasurer of the company. 


Ryan Pet. Acquires New Property 
Has purchased the Burk-Waggoner Oil Co.’s 
property in Burkburnett pool for $2,000,000 
The company has sixty acres of land, con- 
trolled through lease, on which there is on 
well producing 2,500 barrels daily. 


Southwestern Producing and Refining 

Incorporated in Delaware. This company is 
capitalized for $2,000,000 in common stock 
par value $5, of which $1,500,000 is outstand- 
ing. Company owns 2,000 acres of leases and 
a refinery in the Burkburnett and Ranger 
fields of North Central Texas; its present 
producers are in the Burkburnett field. Its 
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leases are favorably thought of by oil men. 
Its refinery, 8 miles from Burkburnett field, is 
rated at 1,500 barrels daily, to be increased to 
2,000 shortly. Present production from leases 
is 300 barrels daily, also expected to be in- 
creased substantially. Earnings are reported 
at $40,000 monthly, equivalent to 32% on the 
outstanding stock. It is reported that antici- 
pated new production and increase in refining 
capacity will result in earnings of $720,000 
annually or about 50% on the stock. 


Sinclair Gulf Finishing Pipe Line 
Has finshed that part of its pipe line which 
runs from the Healdton Field, Okla., into the 
Ranger district, Texas. When the entire line 
is completed it will be 500 miles, terminating 
at Houston, Texas, where a big refinery is 
being built. 


Union Oil Court Decision 

In deciding the suit of C. R. Smith vs. the 
company, involving the right to oil lands in 
Ventura County, the Supreme Court of the 
U. S. has for the first time construed the Five 
Claims Act of Congress of 1903. The court 
found in favor of Smith. In substance, the 
court holds that work done on one of a group 
of five claims, prior to discovery of oil, will 
not hold the others as against another bona 
fide locator. The decision is important, and on 
its face affects a number of cases now pending. 


“MINING NOTES 





Anconda Showing Good Ore 

Showing on the 3,200-foot level of the Stew- 
ard mine of the company is regarded with 
satisfaction by officials, as indicating large 
tonnages on levels unopened and a mainte- 
nance of the reserves. 

Operations on the Steward’s 3,200-foot level 
for a distance of 800 feet has shown a con- 
tinuance of ore from 10 to 12 feet in width 
with the grade first class. 

Balaklava Cons. Brings Suit 

Vice President and General Manager Kerr, 
of the company, the operating subsidiary of 
the First National Copper Co., has brought 
suit against the Mammoth Copper Mining Co. 
and the U. S. Smelting, Refining & Mining Co. 
for a settlement on ores shipped in Nov., Dec. 
and Jan. 

Preliminary settlement had been made by 
the Smelting Co. at 15 cents a pound for the 
copper, 


Butte & Superior New Efficiency Measure 

As an efficiency measure, is trying the con- 
tract system withthe miners in the stopes, and 
from a month’s trial the plan has shown an 
increase in efficiency of 20%. 

The Anaconda Co. is introducing the plan 
in all its properties. The system amounts to 
paying the miner for what he actually accom- 
plishes, the measurement for the Anaconda 
company breaks a chain continuous’ since 1915. 
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being a cubic feet of ore extracted, and the 
miner can make more than the regular daily 
wage. 


Chile Copper Co. 

Statement of the company for the quarter 
ended Dec. 31, 1918, shows surplus after 
charges of $300,936, equal to 8 cents a share 
(par value $25) on the $95,000,000 stock. This 
compares with 71 cents a share in the Sept., 
1918, quarter. No mention is made of war- 
taxes. 

According to the quarterly reports, the sur- 
plus after charges for the year 1918, was 
$5,572,810, equal to $1.46 a share on the stock. 
The 1917 report showed earnings of 68 cents 
a share. 

The income account for the quarter ended 
Dec. 31, 1918, compares: Net after deprecia- 
tion, Dec. 31, ’18, $817,590; Sept. 30, 18, $3,- 
276,944; other income, Dec. 31, '18, $213,514, 
Sept. 30, '18, $124,272; total income, Dec. 31, 
18, $1,031,105, Sept. 30, °18, $3,401.217; bond 
interest, amort. discount, etc., Dec. 31, 18, 
$730,169, Sept. 30, '18, $664,587; surplus, Dec. 
31, 18, $300,936, Sept. 30, 18, $2,701,630. 


Churchill Mining Increases Capital 

Company owns 236 acres of mining ground 
adjoining the Wasapika gold district. The 
company had originally only 84 acres, but two 
adjoining claims have been purchased and the 
authorized capital of the company increased 
to $2,000,000. There will probably be changes 
in the directorate, and plans for active opera- 
tions are being made. 


Davis-Daly Development Work 

Company is making expenses from ore mined 
in the course of development work. A suf- 
ficient margin can be had over expenses to 
meet the cost of improvements. 

Ore continues to run in excess of 8% cop- 
per with an ounce of silver to each 1% of 
copper. 

Domes Mines Deficit $455,456 

Reports for 1918 year a deficit of $455,456, 
compared with a deficit of $72,254 in the 1917 
year. No provision is made in 1918 report for 
taxes, whereas in 1917 $26,284 was set aside. 

Franklin Mining to Close Down 

Company has notified its miners that there 
would be no more work for them. Trammers 
will finish taking out rock broken down and 
then operations will cease entirely. 

The company has been losing money ever 
since copper had an open market. 

Company announced that an assessment of 
$1 per share has been levied on its stock pay- 
able June 3 to stock of record June 2. This 
will make the stock $16.70 per share paid. 

Greene-Cannea Dividend Action 

Passing of the quarterly dividend by the 

company breaks a chain continuous since 1915. 





274 


To have paid the dividend now would have 
consumed $750,000 in cash—a sum too large to 
risk during the present uncertainty in the cop- 
per market. 


Engles Copper Mining Co. 

Company reports a profit during the quarter 
ended March 31 of $1,316, after all deductions. 
The total income for the period was $295,467. 
The income account follows: Jan. 1, 1919, to 
March 31, 1919: Concentrate sales, $292,249; 
sundry earnings, $3,218; total income, $295,- 
467; total operating expenses, $294,150; net 
operating profit, $1,316. 

Manager Paxton states that “cost for the 
quarter was 16.68c. per lb., and for March, 
1919, 15.19c., against an average of 19.58c. for 
1918. Production for the quarter was 2,396,000 
Ibs., sold at from 14% to 15.3c. per lb. During 
most of the quarter there was hardly any mar- 
ket, but recently the situation is somewhat im- 
proved.” 


Helvetia Copper Finds Oil 

Company has struck oil on its new property 
recently purchased 15 miles north of Brown- 
wood, Texas. 

The company completed plans about April 1 
to acquire 14 acres in the midst of oil-produc- 
ing territory of the Brownwood district. It 
had its engineers on the ground making tests, 
and since final passing of the papers a dozen 
holes have been drilled, every one of which 
possessed oil, tests of which found the product 
as high as 34 specific gravity. 

Local officials have taken steps to have an- 
other survey made. 


Mason Valley Earns 35 Cents a Share 

Reports for the year ended Dec. 31, 1918, 
surplus after charges and taxes of $178,202, 
equal to 35 cents a share (par value $5) on 
the 500,000 shares of stock, compared with 71 
cents a share in 1917. 

The income account of the company for the 
year ended Dec. 31, 1918, compares: Gross 
profit, 1918, $261,490; 1917, $500,323. Ex- 
penses, 1918, $42,448; 1917, $106,557. Net 
profit, 1918, $219,042 ; 1917, $393,766. Other in- 
come, 1918, $26,583; 1917, $1,986. Total in- 
come, 1918, $245,625; 1917, $395,752. Interest, 
taxes, etc., 1918, $67,423; 1917, $37,484. Sur- 
plus, 1918, $178,202 ; 1917, $358,278. 


Mayftower-Old Colony Making Good 
Progress 

Strength in the stock reflects the steady 
progress being made in sinking the new shaft 
and the encouraging manner in which stock- 
holders are putting up money through pay- 
ment of the asssessment called on April 15. 
The company shaft is now down 1,200 ft., 84 
ft. having been sunk in April. 


Mother Lode Wins Suit 
Jomes J. Godfrey, president of the company, 
says: “The Supreme Court of the State of 
Washington on March 28 rendered a decision 
reversing and disbursing and dismissing an 
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injunction obtained by an objecting stock- 
holder on Nov. 15, 1918. 

“This injunction in effect had enjoined the 
company from carrying out the sale of its 
property to Stephen Birch.” 

“The importance of this decision is very far- 
reaching,” adds Mr. Godfrey, “because it 
validates the contract of May 7, 1918, between 
Stephen Birch and the company, and leaves 
the road open for the immediate consumma- 
tion of that contract. It also effectually bars 
any attempt at further litigation based upon 
this contract.” 


Nevada Consolidated Copper 

Company reports for the quarter ended 
March 31, 1919, net loss after depreciation of 
$111,159. This compares with net earnings of 
$10,189, or in the Dec., 1918, quarter, and 
$310,070 in the March, 1918, quarter. 

The income statement for the quarter ended 
March 31, 1919, compares with the correspond- 
ing 1918 quarter: 

Net loss after depreciation, 1919, *$111,159; 
1918, $310,070. Dividends, 1919, $749,796; 1918, 
$1,999,457. Deficit, 1919, $860,955; 1918, 
$1,689,387. *After crediting $81,455 other in- 
come. Production in first quarter was 12,- 
201,444 pounds against 19,020,773 in last quar- 
ter of 1918. 

The report adds: “The cost of production 
per lb., excluding taxes, was 16.85 cents. For 
comparison, with reserve for taxes excluded, 
the cost per lb. for the preceding quarter was 
19.01 cents, and for 1918, 17.93 cents. 

“The operating income for the current quar- 
ter is on the basis of 13.6 cents per lb. This 
low price is due to the small sales made and to 
the large increase of unsold surplus carried in 
inventory at 13% cents. 

“Following the policy of curtailment the 
output for the quarter is 50% of normal. 
While it is hoped a further reduction will not 
be necessary, it will be the policy to regulate 
production to demand. The company has on 
hand sufficient copper to meet immediate de- 
mands and will not increase production until 
a revival in the trade justifies it from the 
standpoint of the shareholders.” 


Nevada Wonder Reduces Dividend 
Dividend of 5% has been declared on the 
stock of this company, payable May 21 to 
holders of record April 30. Previous to this 
10% was paid semi-annually. 


Nipissing Avoids Income Tax 

Income tax on corporations in the U. S. has 
changed business methods of mining concerns 
operating in Canada, with headquarters and 
sales departments in the U. S. 

It is understood that the’ Kerr Lake and 
Nipissing mining companies have given up 
their American charters and sell their silver 
yield either f. o. b. Cobalt or through London, 
rather than in New York, which would entail 
a tax under federal laws. 

To no mining company will the release of 
restrictions on silver be more beneficial than 








FINANCIAL NEWS AND COMMENT 


o the Nipissing Mines Co., the most important 
vroducer in the Cobalt district of Canada and 
me of the large silver properties on the Con- 
tinent. 

With its production back to 4,000,000 ozs., 
each cent advance in price will add $40,000 
to the company’s income. 


North Butte Bonus System 
President Linton of the company, after in- 
spection of the company, has inaugurated a 
yonus system in addition to the regular wage 
scale for men underground and eventually it 
will be extended to all empicyees. The meas- 
ire is calculated to promote greater efficiency. 


Unlisted Notes 


American & British Mfg. Propose New 
Concern 

Stockholders of the company have been 
called to a special meeting on May 29, 
it which they will be asked to vote upon a 
‘roposition to sell the property and assets 
of the company through a syndicate to a 
new concern to be known as the American 
ind British Corp. 

In the notice preferred stockholders are 
nformed the syndicate will pay each holder 
$50 cash a share, or will deliver in exchange 
for each certificate of preferred stock of 
the old company 150% a share of preferred 
stock of the new company at par, together 
with one share of common of the new com- 
vany, for each share of preferred of the 
id company. 

Common holders are notified the syndi- 
ate will pay to them $2 cash a share for 
heir stock, or will deliver in exchange for 
ach certificate of common of the old com- 
vany 33 1-3% a share of the common stock 
f the new company. 

Many of the common holders are opposed 
to the sale. They talk of a protective com- 
mittee to safeguard their interests. 


American Ry. Express Comment on Deficit 
Operating deficit after taxes of the com- 
vany for six months ended Dec. 31, 1918, 
eported as $9,870,316, is at annual rate of 
$19,740,632, but the deficit taken month by 
nonth has been progressive, with the result 
hat, if maintained total deficit for the first 
ear of operation will be $25,000,000. 
The deficit by months has been: 
uly 1,234,649 
\ugust 525,178 
september 
)ctober 
November 
Jecember 
Although the company must carry this 
leficit as a current burden, the liability 
alls on the R. R. Administration after the 
ompany has completed and reported on 
three year’s operations. Hence the three 
ld companies, which own all the stock of 
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American Ry. Express, can incur no ulti- 
mate loss through the deficit, but, on the 
other hand, they have no guarantee for the 
use of the $30,000,000 to $35,000,000 of prop- 
erty they surrendered. 


Autosales Gum Receivers Discharged 

Judge Mayer has issued a final decree in the 
U. S. District Court, discharging W. H. Cover- 
dale and G. W. Morgan as receivers of the 
company, to which they were appointed Jan. 


3, 1916. 


Columbia Graphophone Co. 

President Whitten in his annual remarks 
says that it will interest stockholders to 
know that orders on hand at present for 
machines and records are more than double 
any corresponding period in the company’s 
history. 

As a result of increase in gross sales, the 
net earnings resulting therefrom, and the 
belief of the management and of the board 
that the present prosperity of the phono- 
graph industry is assured continuation in 
coming years, it was believed wise, early in 
1919, to establish a dividend policy which 
would be followed over a period of years. 

Mr. Whitten further said that “the com- 
pany is now in a position where it is able 
to assume a much more prominent position 
in the industry than it formerly occupied. 


In consequence, the business has grown 
rapidly and will undergo further growth 
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as soon as the facilities, extensions, and im- 
provements now under way are available. 
Ample resources are available for these ex- 
tensions and also to finance additional busi- 
ness.” 

Kissel, Kinnicut & Co. and Wm. Salomon 
& Co. are offering a new issue of $7,200,000 
7% cumulative sinking fund preferred stock 
of the company at $95 and accrued dividends 
Quarterly dividends are to be paid on Jan. 
April, July, and October 1, and the stock 
is redeemable at 110 and accrued dividends. 


Curtiss Aero. Brings Suit 

The corporation has started suit in the U. S. 
Court to restrain the United Aircraft Engi- 
neering Corp. from selling airplanes which the 
corporation purchased from the British Gov- 
ernment in Canada, to purchasers in the U. S. 
Curtiss alleges the sale of these planes would 
be an infringement on patents owned by that 
concern. 


General Asphalt 

President Sewall, in his annual report, said 
in part: On Dec. 31 there was $13,054,100 5% 
cumulative preferred stock and $9,862,000 com- 
mon outstanding. 

The company’s business was seriously in- 
terfered with by the restrictions of the War 
Industries Board on the sale and shipment of 
street and road construction materials, and 


by the refusal of the Capital Issues Commit- 
tee to approve the sale of county and munici- 
pal bonds for improvements; also the unwill- 
ingness of the U. S. Railroad Administration 


to provide necessary cars. Notwithstanding, 
on Jan. 1, 1919, we had the largest unfilled 
tonnage on order of any operating year. 

The extensive use of the motor truck has 
caused many States to appropriate large 
amounts for highway improvement. 

Government officials state that the money 
appropriated by the Government and the sev- 
eral States within the next three years, totals 
$574,000,000; this is the largest sum ever ap- 
propriated, and will make a road-building pro- 
gram of unequalled magnitude. It is estimated 
that 1919 expenditures for roads and bridges 
will total $343,800,000. 

Active interest in San Lorenzo refinery in 
Venezuela expresses the attitude of the com- 
pany’s associates, the Royal Dutch-Shell group. 
Our business relationships are cordial. The 
existing hindrances to expansion of opera- 
tions are not likely to continue. 


Nemour’s Trading Corporation 

This corporation formerly the Allied In- 
dustries Corp., announced the establishment 
of a foreign and domestic department de- 
voted to apparel and accessories for men, 
women and children. The corporation will 
act as an agent for domestic and foreign 
manufacturers and will sell the merchandise 
in all parts of the world. 
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The organization is capitalized at $12,000,- 
000, and was first formed under the name 
the Allied Industries Corporation by Alfred 
I. DuPont and others to conduct reciprocal 
trade between this and other countries. It 
has leased the Grand Central Palace and 
will take possession of the building as soon 
as the government has vacated. 

Other departments will be opened as 
rapidly as possible. Some of those imme- 
diately projected are said to be shoes, hard- 
ware, machine and rubber goods. 

At present the company has branch offi- 
ces in Paris, London, Manila, Buenos Ayres, 
Rio de Janeiro, and other South American 
and West Indian points. New branch 
houses are being added as rapidly as possible. 


Pacific Coast Ship. Reduces Outstanding 
Bonds 
The company on April 30 announced that it 
has retired one-third of its outstanding in- 
debtedness, thereby reducing its outstanding 
bonds to $500,000, which becomes due $250,000 
each Nov. 1, 1919, and May 1, 1920. 


Perfection Tire to Advertise on Extensive 
Scale 

Official announcement is made that the com- 
pany has completed arrangements for distri- 
bution of its tires in every section of the East, 
a contract having been closed with a group of 
tire men who will start an extensive sales 
campaign. 

The contract calls for a minimum yearly 
payment of $1,000,000 for five years. 


Simmons Co. Profit Sharing Plan 
Pres. Simmons announced that employees 
of the company, manufacturers of metal 
beds, are to share in the company’s earnings 
at equal rates with the stockholders. The 
company with headquarters in Kenosha, 
Wis., operates 8 plants in different sections 
of the country and employes 5,000 men. 
The division of profits dated back to Jan. 
1, is simple. In December, when profits are 
figured, the company will pay a dividend on 
its annual payroll at the same rate paid on 
the common stock. 


To Protect Dye Industry 

Plans are under way for protection through 
tariff regulations for the dye and chemical in- 
dustries. It is said that all the leading con- 
cerns, including the General Chemical Co., the 
National Aniline & Chemical Co., the American 
Agricultural Chemical Co., the International 
Agricultural Corp., and the Butterworth-Jud- 
son Co. are interested. The steps taken thus 
far have been to protect the industry in this 
country, which has developed in recent years to 
a remarkable extent. 





